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PROTECTION OF LAWFUL COMMERCE
IN ARMS ACT

WEDNESDAY, APRIL 2, 2003

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON COMMERCIAL
AND ADMINISTRATIVE LAW,
COMMITTEE ON THE JUDICIARY,
Washington, DC.

The Subcommittee met, pursuant to call, at 10 a.m., in Room
2141, Rayburn House Office Building, Hon. Chris Cannon [Chair-
man of the Subcommittee] presiding.

Mr. CANNON. Morning, ladies and gentlemen. This hearing of the
Subcommittee on Commercial and Administrative Law will now
come to order. We consider today H.R. 1036, the Protection of Law-
ful Commerce in Arms Act, which was introduced on February 27
by Representative Stearns. It currently has 247 cosponsors, includ-
ing me.

H.R. 1036 provides that a qualified civil liability action cannot be
brought in any State or Federal court. Qualified civil liability ac-
tion is defined as a civil action brought against any person or by
any person against a manufacturer or seller of firearms or ammu-
nition for damages resulting from the criminal or unlawful misuse
of such products.

However, such term does not include an action against a person
who transfers a firearm or ammunition knowing that it will be
used to commit a crime of violence or drug trafficking crime or
comparable or identical State felony law.

It also does not include an action brought against a seller for
negligent entrustment or negligence per se. The bill also includes
several additional exceptions, including an exception for action in
which a manufacturer or seller of a qualified product knowingly
and willfully violates a State or Federal statute applicable to sales
or marketing when such violation was a proximate cause of harm
for which relief is sought.

Other exceptions include actions for breach of contract or war-
ranty in connection with the purchase of a firearm or ammunition
and an exception for damages resulting directly from a defect in de-
siglcl1 05 manufacturer of a firearm or ammunition when used as in-
tended.

The bill also makes clear that only licensed manufacturers and
sellers are covered by the bill. Tort law rests upon a foundation of
personal responsibility in which a product may not be defined as
defective unless there is something wrong with the product rather
than with the product’s user.
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However, in the last several years lawsuits have been filed
against the firearms industry on a series of liability that hold it lia-
ble for the actions of others who use their products in a criminal
or unlawful manner. Such lawsuits threaten to separate tort law
from its basis in personal responsibility and to force firearms man-
ufacturers into bankruptcy, leaving potential plaintiffs asserting
traditional claims of product manufacturing defects unable to re-
cover more than pennies on the dollar, if that, in Federal Bank-
ruptcy Court.

While some of these lawsuits have been dismissed and some
States have acted to limit them in one way or another, the fact re-
mains that these lawsuits continue to be aggressively pursued. For
example, one of the personal injury lawyers suing the firearms in-
dustry, John Coale, told the Washington Post, “The legal fees alone
are enough to bankrupt the industry.” I might just point out that
the tobacco litigation, the cost to defend those are about $600 mil-
lion, about three times what the total profits of the firearms indus-
try in America is.

Dave Koppel, an Adjunct Professor at New York University Law
School, also stated that the cities suing the firearms industry,
“Don’t even have to win. All they have to do is keep suing. They
will kill the industry with the cost to defend all the lawsuits.” law-
suits seeking to hold the firearms industry responsible for the
criminal and unlawful use of its products are the attempts to ac-
complish through litigation what has not been achieved by legisla-
tion and the democratic process. As has been explained by one Fed-
eral judge, “The plaintiffs’ attorneys simply want to eliminate
handguns.”

Under the currently unregulated tort system, personal injury
lawyers are seeking to obtain through the courts stringent limits
on the sale and distribution of firearms beyond the court’s jurisdic-
tional boundaries. Such a State lawsuit in a single county could de-
stroy a national industry and deny citizens everywhere the right to
keep and bear arms guaranteed by the Constitution.

Insofar as these lawsuits have the practical effect of burdening
interstate commerce in firearms, Congress has the authority to act
under the commerce clause of the Constitution. Such lawsuits also
directly implicate core Federalism principles articulated by the Su-
preme Court which has made clear that, “One State’s power to im-
pose burdens on the interstate market is not only subordinate to
the Federal power over interstate commerce, but it is also con-
strained by the need to respect the interests of other States.”.

If the judicial system is allowed to eliminate the firearms indus-
try based on legal theories holding manufacturers liable for the
misuse of their products, it is also likely that similar liability will
be applied to an infinitely long list of other industries whose prod-
ucts are statistically associated with misuse.

Witness the recent litigation against the fast food industry. Ac-
cording to a recent article in the Fortune Magazine, “On August 3,
2000, the parity newspaper, The Onion, ran a joke article under
the headline, "Hersheys ordered to pay obese Americans $135 bil-
lion’.” some joke. Last summer New York City attorney Sam Hirsch
filed a strikingly similar lawsuit against McDonalds. News of the
lawsuit drew hoots of derision, but food industry executives aren’t
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laughing or shouldn’t be. No matter what happens with Hirsch’s
suit, he has tapped into something very big.” And that is all a
quote.

Congress must begin to stem the slide down this slippery slope.
It can do that by fulfilling its constitutional duty and exercising its
authority under the commerce clause to prevent a few States from
bankrupting the national firearms industry and denying all Ameri-
cans their fundamental right to bear arms.

I now yield to Mr. Watt, the Ranking Member of the Sub-
committee, for an opening statement.

Mr. WATT. Thank you, Mr. Chairman. I will be brief, I hope. I
just want to make a couple of points. First of all, we didn’t get the
testimony of the witnesses until late last evening. So it is kind of
hard for us to prepare for a hearing of this—and take it seriously
if we start reading the witness’ testimony and trying to think about
what they are saying at 10 or 11 o’clock at night before the hearing
takes place the following morning at 10 o’clock. I want to——

Mr. CANNON. Would the gentleman yield?

Mr. WATT. Yes.

Mr. CANNON. My understanding is that the witness was in trial
and is apologetic, and we apologize on our side for the lateness of
that testimony, but I don’t—it was pretty much unavoidable. We
appreciate your understanding on that.

Mr. WATT. Yes. And I am not going to belabor that point, but 1
just—I did want to point that out, that if we are going to take a
matter such as this as a serious hearing, we really need to have
the statements earlier. And I will let that go.

Second, I always wonder about the process by which things get
done. I wondered how medical negligence ended up in the Sub-
committee, and I wonder how this ends up in this Subcommittee.
I guess my own personal feeling is that sometimes bills get sent to
the Subcommittee as opposed to being dealt with at the full Com-
mittee, because they—it is kind of the minor league circuit. You
send it out there and see how it resonates, and if it resonates and
it does well, then maybe you make the big leagues, or maybe it is
like a Broadway musical that you send out to one of these small
cities to try out. If it is successful there, then it makes Broadway.

I can only hope that this bill stays in the minor leagues and
doesn’t make it to Broadway. I think it is unnecessary and if it is
necessary, then I guess the Chairman has prepared us for the pros-
pect that it will be followed soon by additional legislation that pro-
hibits suits about obesity against McDonalds and fast food chains
and other—in many other areas.

My sense is that if something is lawful and somebody files a law-
suit about it, ultimately that lawsuit is either going to be declared
frivolous or it is going to be dismissed anyway, and for us to pass
a bill that says that somebody is protected from doing something
that is lawful, I think is really an unnecessary exercise.

But not withstanding that, particularly for the two witness state-
ments that I didn’t get until this morning, I will be happy in wait-
ing to hear their testimony, because I certainly haven’t had a
chance to read it. And I will be trying to keep an open mind as we
go through this process. That is what hearings are for. We are here
in sending up a trial balloon, I presume, and this is the place to
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do it. So I am here, and I will try to be attentive and open minded
about it.

Mr. CANNON. Would the gentleman yield?

Mr. WATT. Yes.

Mr. CANNON. I will tell you the gentleman is not one of the 247
cosponsors of this.

Mr. WATT. No. I am not one of the 247 cosponsors of this minor
league bill. Right.

Mr. CANNON. I thank the gentleman, and the gentleman’s time
is expired.

I want to note that we have Mr. Delahunt from Massachusetts,
Mr. Coble from South Carolina—North Carolina. My goodness, that
is a sin. Nothing could be finer. We had Mr. Flake here, and I as-
sume he will return, from Arizona. Mr. Carter from Texas. Mr.
Chabot from Ohio.

Do any of the Members of the panel wish to make an opening
statement?

Mr. CoBLE. Very briefly, Mr. Chairman.

Mr. CANNON. Mr. Coble is recognized for 5 minutes.

Mr. CoBLE. I won't take anywhere near 5 minutes.

This is a very important hearing, and I don’t mean to speak for
my friend from North Carolina, but when Mr. Watt said that—I
want the Chairman to hear this. Mr. Chairman, when Mr. Watt
said minor leagues, I

Mr. WATT. I don’t think the Chairman wants to hear what you
are saying.

Mr. CoBLE. I think he does. What I want to say is, I feel sure
that my friend from North Carolina would agree with me that you
are indeed a major league Chairman even though we may be in the
minor leagues. But I won’t make an opening statement. I look for-
ward to hearing the testimony from the witnesses.

Mr. WaATT. If the gentleman would yield, I will second that emo-
tion. We have got a major league Chairman. Every once in a while
you will get a——

Mr. CANNON. I expect some pretty good hitting from the bench
today.

Mr. CoBLE. And now my friend from Massachusetts will accuse
me of sucking up to the Chairman.

Mr. DELAHUNT. We do have a major league Chairman. Maybe
this is a minor league bill. I don’t know but——

Mr. CoBLE. Then I will yield back.

Mr. DELAHUNT. Okay. I will yield back then, too.

Mr. CANNON. Mr. Delahunt, you don’t have an opening state-
ment, then.

Does anyone else seek recognition?

Mr. Chabot.

Mr. CHABOT. Mr. Chairman, representing Cincinnati, the home
of the Cincinnati Reds, the first major league baseball team. I just
want to tell you whether it is minor league or major league, I just
think it is an honor to be here today, and it is a bill that deserves
consideration. Being one of those 247 cosponsors of the bill, we are
glad you are taking it up today.

Many of us, as the Chairman knows, we have a markup in Inter-
national Relations Committee. We also have a war briefing at
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10:30. So many of us will be coming in and out and our absence
is not because of the bill is—it is just a matter of we are being
pulled in about three or four different directions here this morning
at the same time.

So thank you for holding this hearing. Yield back.

Mr. CANNON. I thank the gentleman.

I also want to recognize Mr. Feeney, the Vice Chairman of this
Committee from Florida. Welcome.

In addition to what you just said, Mr. Chabot, let me add that
we have the Energy Bill Markup in the Resources Committee, and
so we have a number of things going on, and as witnesses come
and go, we understand and appreciate that. Let me just point out
that we will use the 5-minute rule here today. So for the Members
of the panel, if I tap the gavel, it is because your time has run. We
would appreciate it if you would not just stop but finish up your
thought and then draw a conclusion. We will do the same thing for
questions, and if we could move the hearing expeditiously, that, I
think, would be quite helpful given other constraints on everyone’s
time today.

Let me go ahead and introduce our witnesses. Our first witness
is Mr. Carlton Chen, General Counsel of Colt Manufacturing Com-
pany, Inc. Mr. Chen has also been In-House Counsel for Olin Cor-
poration, the Sara Lee Corporation and an attorney in private prac-
tice. He was a Root Tilden Scholar at the New York University
School of Law and is an Eagle Scout.

Our second witness is Walter Olson, who has been described as
perhaps America’s leading authority in over litigation. He has writ-
ten several books on the subject including the Rule of Lawyers
which was published this year.

Mr. Olson is a senior fellow at the Manhattan Institute, a fre-
quent contributor to magazines and newspapers, including the New
York Times and the Wall Street dJournal. His Web site,
overlawyered.com, for those who might have an interest launched
in 1999, is widely acclaimed for its regular commentary on the liti-
gation explosion and the need for legal reform.

He will speak to the political dynamics of recent lawsuits against
the firearms industry and its impact on the separation of powers.

Our next witness is David Lemongello.

In 1985, Mr. Lemongello entered the Police Academy and then
served as a police officer for the Orange, New Jersey Police Depart-
ment. A few years later he was promoted to detective. On January
12, 2001, Mr. Lemongello was injured by a gun that exchanged sev-
eral hands before coming into the possession of a criminal. He is
currently an Executive Manager for Security Services at Estee
Lauder in New York.

Our final witness is Lawrence G. Keane. Mr. Keane is Vice Presi-
dent and General Counsel of the National Shooting Sports Founda-
tion. The NSSF is the major trade association for the firearm and
recreational shooting sports industry and has been named as a de-
fendant in approximately half of the lawsuits filed against the fire-
arm industry by various municipalities.

Mr. Keane also serves on the Board of Directors of the Firearms
Safety Education Foundation, a nonprofit 501(c)(3) charitable orga-
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nization dedicated to educating the public about firearms safety
issues.
Mr. CANNON. Mr. Chen, we recognize you for 5 minutes.

STATEMENT OF CARLTON CHEN, GENERAL COUNSEL,
COLT MANUFACTURING COMPANY, INC.

Mr. CHEN. Good morning. Chairman Cannon, Members of the
Committee, Ladies and Gentlemen—my name is Carlton Chen. I
am Vice President, General Counsel and Secretary of Colt Manu-
facturing Company and its subsidiary Colt Defense.

Since 1836, the Colt companies, together with our predecessors,
have been manufacturing small arms for military, law enforcement
and commercial use. Today approximately 70 percent of our output
at our Connecticut-based plant is devoted to supplying the M-16
rifle, the M—4 carbine and the M-203 grenade launcher to all of the
branches of the United States Armed Forces.

We also supply similar small arms to many of our law enforce-
ment agencies and our allies around the world. In our heyday, we
employed over 1600 union workers. Organized by the UAW today,
we now employ in West Hartford less than 400 members of Local
376 and for both companies employ under 500 union and nonunion
personnel. Our combined annual sales revenue is less than $100
million.

Since 1998, we at Colt have been defending ourselves against a
multitude of lawsuits brought by Government entities, organiza-
tions and individuals seeking to blame the firearms industry, in-
cluding Colt, for the criminal and wrongful misuse of firearms in
the United States. To blame Colt for the criminal misuse of fire-
arms that are lawfully manufactured and sold is unjust. It is also
threatening to our very existence. For a company that emerged
from bankruptcy in 1994, we have been fighting for our lives
against these lawsuits, diverting time, money and other of our lim-
ited resources to defend ourselves.

As T walk through our plant, Colt workers stop me to ask how
the war is going, and we post announcements about the successes
and battles that we are fighting, but the war that our workers are
asking or reading about is not the Iraqi war. It is the war we are
fighting against these plaintiffs, spurred on by plaintiffs’ trial law-
yers. We and many others in the industry have been fighting now
for 8 years, beginning with the Hamilton case in which the plain-
tiffs claim that we manufacturers negligently distribute our fire-
arms.

While the jury in that case found some of the manufacturers lia-
ble, the verdicts were properly reversed on appeal.

The same plaintiff’s lawyer decided to bring a similar case before
the same trial judge. Ironically, they are beginning the 3rd day of
trial this morning in the NAACP case based on similar theories al-
ready rejected by the U.S. Court of Appeals.

While we are resolved not to wear down, there is a cost to this
war. This war is hindering companies like Colt from engaging in
a legitimate business making a lawful product. The existence of
these lawsuits are thwarting our ability to raise new capital, bor-
row money, establish credit, obtain insurance, attract new employ-
ees, retain valued employees, and invest in new machinery and
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equipment in the same manner that companies in other industries
are able to do without these attacks against their industry.

I come here today to ask you to please support H.R. 1036. This
bill would protect legitimate businesses such as Colt that provide
hundreds of thousands of jobs for our citizens from the assembler
to the polisher, to the tool and die maker and from our cafeteria
workers to the people who fill our snack vending machines, even
our suppliers.

If enacted, this bill would restore the rule of law and protect
manufacturers and sellers in the firearms and ammunition indus-
tries who act legally from being harassed by frivolous lawsuits.

With the terrorist attacks on 9/11 and now our involvement in
the Iraqi war, Colt as a military defense contractor has been re-
quested by the Department of Defense to provide DPAS assistance.
This priority assistance of the U.S. Government under defense pri-
orities and allocation means that we must give preference to the
U.S. Government over all of our customers to fulfill the DOD or-
ders for small arms and spares under the Defense Production Act.
Unfortunately, we cannot drop our defense in these lawsuits while
under DPAS.

We are dutifully helping to defend our country when attacked
and in times of war. I ask that each of you help us in our time of
war so that we can focus on making the best small arms available
for our men and women in uniform.

In conclusion, without this Federal legislation, the survival of
Colt, our firearms and ammunition industries and all the jobs,
taxes and commerce that we contribute to the U.S. economy are
threatened.

Before I end, I would like to make not only my written testimony
part of the record but also a letter that was written by Mr. Russ
See, the President of UAW Local 376 in support of this bill, as well
as the Colt product catalogs a part of the record. Thank you.

Mr. CANNON. Thank you, Mr. Chen.

[The prepared statement of Mr. Chen follows:]

PREPARED STATEMENT OF CARLTON S. CHEN

Chairman Cannon, Members of the Committee, my name is Carlton Chen. I am
Vice President, General Counsel and Secretary of Colt’s Manufacturing Company,
Inc. and its subsidiary Colt Defense LLC. The Colt companies together with our
predecessors have been manufacturing small arms for the military, law enforcement
and commercial use since 1836. Samuel Colt, an American industrialist who is cred-
ited with beginning the American Industrial Revolution, founded our firearms busi-
ne;s in New Jersey and then moved it to Connecticut, which we call our home
today.

As some of you will remember, Colt supplied the M1911 pistol as the standard
sidearm to all branches of the U.S. Armed Forces during World War I, World War
II, the Korean War and the Vietnam conflict. Today, approximately 70% of our out-
put at our Connecticut-based manufacturing facility is devoted to supplying the M16
Rifle, the M4 Carbine and the M203 Grenade Launcher to all of the branches of
the U.S. Armed Forces. We also supply similar small arms to many of our law en-
forcement agencies and our allies around the world. In addition, we manufacture
1small arms for the civilian market. Many of our handguns are collectible and rep-
icas.

In our heyday, we employed over 1,600 union workers in Hartford, Connecticut.
Organized by the UAW, today, we now employ in West Hartford almost 400 mem-
bers of UAW Local No. 376, and, for both companies, employ under 500 union and
non-union personnel. Our combined annual sales revenue is less than $100 million.

Since 1998, we at Colt have been defending ourselves against a multitude of law-
suits brought by government entities, organizations and individuals seeking to
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blame the firearms industry, including Colt, for the criminal and wrongful misuse
of firearms in the United States. To blame Colt for the criminal misuse of firearms
that is lawfully manufactured and sold is unjust. It also is threatening to our very
existence. For a company that emerged from bankruptcy in 1994, we have been
fighting for our lives against these lawsuits, diverting time, money and other of our
limited resources to defend ourselves.

As I walk through our plant, Colt workers stop me to ask how the war is going.
We post announcements about the successes in battles that we are fighting. But the
war that our workers are asking or reading about is not the Iraqi War; it is the
war we are fighting against these plaintiffs, spurred on by plaintiffs’ trial lawyers.

We and many others in the industry have been fighting now for eight years, be-
ginning with the Hamilton v. Accu-tek case, in which the plaintiffs claimed that we
manufacturers negligently distributed our firearms. While the jury in that case
found some of the manufacturers liable, the verdicts were properly reversed on ap-
peal. The same plaintiff’s lawyer decided to bring a similar case before that same
trial judge. Ironically, they are beginning their third day of trial this morning in
the NAACP v. A.A. Arms, Inc. case based on similar theories already rejected by
the U.S. Court of Appeals. While we are resolved not to wear down, there is a cost
to this war.

Beyond these lawsuits draining our already fragile national economy and littering
our already over-burdened court system, this war is hindering companies like Colt
from engaging in a legitimate business, making a lawful product. The existence of
these lawsuits are thwarting our ability to raise new capital, borrow money, estab-
lish credit, obtain insurance, attract new employees, and retain valued employees
in the same manner that companies in other industries are able to do without these
attacks against their industry.

These lawsuits are dangerous not only to us but also to manufacturers of lawful
products in other industries. Where will it end? Should General Motors be liable for
an aggressive driver who crashes into another car? If the theory of these cases is
widely applied, it could result in the bankruptcies of countless companies and the
displacement of American workers.

I come here today to ask you to please support H.R. 1036. This Bill would protect
legitimate businesses, such as Colt, that provide hundreds of thousands of jobs for
our citizens, from the polisher to the tool and die maker or from our cafeteria work-
ers to the people who fill our snack vending machines, even our suppliers.

If enacted into law, this Act would preempt state and local government entities
and other parties from bringing aggregate liability lawsuits against the firearms in-
dustry as a way to circumvent our legislatures. It also would promote interstate and
foreign commerce of small arms. A majority of the states—in fact, over 30 states—
have passed legislation of some type that insulate the firearms industry from these
types of suits. However, we need and therefore are seeking passage of a Federal law
that would afford protection to the industry on a national level.

Let me emphasize that this legislation would not provide the sweeping immunity
that many of its opponents suggest. This Bill would not protect gun manufacturers
from liability claims. Instead, it would stop lawsuits against our industry that are
based on the criminal misuse of lawfully distributed products and premised on theo-
ries such as public nuisance and market share liability.

If passed, this Bill would help to set a much needed precedent that baseless suits
like these should be stopped. If passed, it would prevent the usurpation of power
by the judicial branch from the legislative branch. For it is the legislature that
makes laws on how we should manufacture, design, and sell firearms, not the
courts. If not stopped, these lawsuits clearly will threaten other legitimate and vital
industries in America. This proposed Act would restore the rule of law and protect
manufacturers and sellers in the firearms and ammunition industry who act legally
from being harassed by frivolous lawsuits. However, the Bill ensures that if a seller
provides a firearm and the seller knows or should have known that the firearm
would be used negligently, that seller would be liable.

With the terrorist attacks on 9/11 and now our involvement in the Iraqi War, Colt
as a military defense contractor has been requested by the Department of Defense
to provide DPAS assistance. This is a priority assistance of the U.S. Government
under the Code of Federal Regulations Part 700, Defense Priorities and Allocation
System. This means that we at Colt must give preference to the U.S. Government
over all other customers in order to fulfill the Department of Defense orders for
small arms and spares under the Defense Production Act. Unfortunately, we cannot
drop our defense of these lawsuits while under DPAS.

We are dutifully helping to defend our country when attacked and in times of war.
I ask that each of you help us in our time of war so that we can focus on making
the best small arms available for our men and women in uniform.
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In conclusion, it makes no difference that Colt or other firearm manufacturers
make high quality firearms that enjoy excellent records of safety. It makes no dif-
ference that we and our industry is committed to continuing our efforts, individually
and together with others, to increase awareness of the issues related to the safe
handling and storage of firearms and the criminal acquisition of firearms. These
sham lawsuits are being brought to exert undue pressure on our industry to settle
or cave under the massive weight of litigation. Without this Federal legislation, the
survival of Colt, our firearms and ammunition industries, and all of the jobs, taxes,
and commerce that we contribute to the U.S. economy are threatened.

[The material referred to follows:]
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Introduction

OLT. Colt Defense

For the last 150 years, Colt has bean a major world prod of Military equip This has
inchuded the Gatling Gun, the Colt 45 P r', the Colt B g .30 and .50 caliber
machine guns, the Thompson submachine gun, the Colt .45 pistol and more recently the
M16A4 Rifie and the M4 Carbine. More than 9,000,000 units frem Colt's cument "Family of
Weapons" have been produced and sold throughout the world of which more than 0% remain
in service. This represents more than 90% of all weapons produced in 5.56mm.

Col's weapon systems are the most combat proven in 5.56mm. They have proven
themaelves under the most severe battle conditions — from the jungles of Vietnam to the
deserts of the Micdle East and the mountains of Afghanistan. Over this peried of time, Calt
weapons performance in the hands of their users has been carefully evaluated and
evolutionary improvements have been incorperated culminating in the new werld standard for
5.56mm weapons: the M4 Carbine. When introduced several years ago, senior U.S. Armed
Forces officers called it “the finest assault weapon in the warld”. The M4 Carbine is based on

, maximurm interchangeabllity of parts and ease of malntenance. This
r.umblnallon uﬂwurabh characteristics has contributed to a durable, high performance system
with unusually low life cycle maintenance costs, Colt M4 Carbine is the weapen of choice for
the 21st century soldier.

Colt M4 Carbine and M16 Rifle are the standard for all branches of the U.5. Armed Forces and
ara used in fifteen {15) NATO countries and more than 80 other countries worldwide. During the past decades throughout the
world, all tests conducted for small arms selection have used Colt's M4 and M16 as the baseline weapon to which all others are
compared. Additionally, most countries that produce a 5.56mm system for their military are also using Colt weapon systems for
their Special Forces due to the excellent reputation for accuracy and quality gained by the Colt systems in numerous military
operalions workdwide, The quality and dependability of Celt products In the field have all contributed to this outstanding recerd of
success. In a recent intanview, a senior U.S Military Officer said: | am absolutely convincad that the M4 Carbine is the finest
service 5.56mm weapon in the world - bar none! It will hit what you shoot at and do it both accurately and reliably®.

Colt preducts have benefited from more than forty years of combat experience, state-of-the-art advancements recommended by
and with the technical support of the United States Government, and other users throughout the world. As a result, Calt M4
Carbine is the mast technologically advanced, hardenad systam in the world. Moraover, our *Farmily of Weapons® carries decades
of Colt and know-how, patents, proprietary p and and devel 1t experience. At
the same time 130 cerlificalion that Coll achieved in 2001 has helped us redefine quality in the world of small anms.

Today, Colt has a complete “Family of Weapons” to offer that features a rifle, a heavy bamal [HBAR) rifle, a carbine with sliding
stock, a commande carbine, a light ine gun, a Smm st ine gun, a 40mm g 1t and
accessories. Furthermore, Colt maintains a staff of professional i and i =-:| staff of operators who
devote themsehves to constant improvement of our weapen systems. |1 is through them that Colt continues to maintain the
standard of excellance in small arms throughout the world.

Selacting the weapon that will equip a country's Armed Forces is 8 crucial
process with strong military and political implications, The best and most
combat proven weapon in the world should therafore be chosen. The
countless battlefields where our have been successfully used,
the U.S. Military and the Armies of more than 30 countries in the free
‘world can confirm that only Calt i |s mpabla of offering a weapon that will

have the capability to y the field readiness as well as
tha op tactical md ic capabilities of a country’s Armed
Forces.

Colt M4 Carbine is designad to surpass all the requiremants for foday’s
overall modern warfare strategy of tactical rapid deployment, mobility and
increasad frapower.

COLT DEFENSE LLC

Combat Proven Weapon Systems e, Colt.com I




CALIBER
5.56x45 NATO (.223 Rem)

WEIGHT W0 MAG

OVERALL LENGTH

33 cmy

Stock Retr.: 29.8in (76 cm)
BARREL LENGTH

14.5in (27 cm)

BORE CHARACT TICS
Hard Chrome Lined,
6 Lands & Grov
in7° (178 mmj
METHOD OF QPERATION

as; D

MUZZLE VELOCITY
2900 ft/sec [BBS m/sec)
MUZZLE ENERGY
1645 Joule
EFFECTIVE RANGE
600 m
FRONT SIGHT
Adjustable front
REAR SIGHT

M16A4 target st
adjustable for windage
and elevation to 600 m
SIGHT RADIUS
14.5in (37 cm)
CYCLIC RATE OF FIRE
700950 rpm
FIRE CONTROL
Safe - Semi - Full Auto
UPPER RECEIVER
Flat Top With Detachable
Carrying Handle
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Colt Defense

M4 Carbine

COLT DEFENSELLC

Colt M4 Carbine is a versatile weapon system with proven combat utility and
performance providing the operator with the confidence required to accomplish
any mission. Featuring a 14.5 in (37 cm) barrel it is designed for use
wheraver lightness, speed of action, mobility and fire power are required. It
can be comfortably carried, yet be instantly available to provide the power,
accuracy and range of a 5.56mm Rifle, Proven in military operations, it stands
alone as a first-line weapon system. Colt M4 Carbine is today's weapon of
choice; the weapon of the 21st century soldier.

The M4 Carbine is an extremely accurate and effective weapon under all
practical field applications. It is a favarite with both first line infantry operations
as well as special forces, unit commanders and vehicle crews. Available with a

Safe-Semi-Full Auto 3-position selector {model ROS77) the M4 Carbine is

today's weapon of choice. The M4 Carbine features a redesigned 4-position
sliding buttstock allowing it to adapt to soldiers of different sizes and physical
characteristics as well as various firing positions and clothing variations.
Almost all mechanical components are interchangeable with those of the M16
rifle, ensuring quality, commonality of parts and reduced
maintenance costs.

The M4 Carbine barrel is designed to accept the M203 Grenade Launcher
which can be easily assembied to the carbine offering the user both point and
area firing capabilities. Also, all US and NATO rifle grenades can be fired
without any supplementary equipment.

Combat Proven Weapon Systems

www.Colt.com l
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| M4 5.56mm Carbine

Colt Defense |

Flat top raceiver allows for
remcvatie carmying handle with
Built in target-style rear sights, and
easy mounting of sccssscries

Cartridge case deflectar for lefl
handed shoating

FEATURES

- Unique direct gas operating
systemn aliminates the conventional
operating rod and resulls 1o fewer
and lighter components.

- Accommodates the full range of
5.56mm ammunition, including the
NATO MB55/SS109 and U.S. M193,
ulilizing a rifling twist of 1 urmin 7
(178mm).

- Straight-line construction
disparses recail straight back to tha
shoulder, increasing handling
capabilities, especially during aulo
fire.

- Target style rear sight fealures dual
apertures (0-200m, 300-600m) and
adjusts for both windage and

mretes i 2

g knob
allows for adjustments from 300 to
600 meters without need lo
ramambar bullet drop.

- Cartridge case deflector allows
easy operation in both right and left
R " itions for

Fleld strips easily without special
toals

Int

30 round magazine, cleaning ki
and siing are intludad

www.Colt.com

increased mt;lra:plimﬁons,

OLT.

M4 5.56mm Carbine

= Muzzle compensator furlher
reduces muzzle climb, and helps
aliminate flash and dust signatures.

- Ejection port cover protects the
chamber from dust and mud.

- Field strips easily without spacial
Ipols for simple field user
mainienance.

- Flat top receiver allows for
ramavabla carry handle and sasy
mounling of accessorias.

- Barrel configuration allows
launching of all standard rifle
grenades, U.S and NATO, without
supplemental attachments.

- M203 40mm Grenade Launcher
mounts directly lo the Carbine without
maodification.

- High strength materials add
durability to the farearm, bultstock
and pistol grip for greater comfort and
alfectiveness.

Models

RCAT7: Flat op, Detachable handle, Safe-Semi-Full Autc
RCE79: Flat 1op, Detachabla handle, Safe-Semi-Burst
ROTTT: Fixed handle, Safe-Semi-Full Auto

RO779: Fixed handle, Safe-Semi-Burst

M203 40mm Grenade
Launcher mounts
diractly to the Carbine
without modification

COLT DEFENSE LLC

-- — -—forabat Prouen Waannn Sygteme



CALIBER

5.56x45 NATO (.223 Rem)

WEIGHT W0 MAG

7.5 b (3.4 kg)

EMPTY 30 ROUN
0.25 b

MAG
1 kgj
LOADED 30 ROUND MAG
1.0 b 5 kg

OVERALL LENGTH
39.6in (1.0 m|

BARREL LENGTH

20in (51 cm)

BORE CHARACTERISTICS
Hard Chrome Lined,

ds & Groves, 1 Twist

[178 mm), Right Hand
TION
=m;

METHOD OF OPF
Gas; Direct 5y

Locking bolt

MUZZLE VELOCITY
3110 ft/sec (948 m/sec|
MUZZLE ENERGY
1765 Joule
EFFECTIVE RANGE
600 m
FRONT SIGHT
Adjustable front

RE.
Target sight adj

IGHT
table
for windage and elevation
to GO0m

SIGHT RADIUS

19.75 in (50 cm)

CYCLIC RATE OF FIRE
700-950 rpm

FIRE CONTROL

Safe, Semi, Full Auto
UFPER RECEIVER

Flat Top With Detachable
Carrying Handle
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Colt Defense

M 16 Rifle

Colt M16A4 Rifle is the fourth generation of the M16 weapon system, The
M1€A4 Rifle still represents the world standard by which all other weapons of
this class are judged. Its combat proven performance is verified by the fact that
over 8 million M16 weapon systems have been produced and placed in
military service throughout the world. With a record that is unmatched by any
other weapon system, it is no wonder that the U.S. Marine Corps considers
there to be "... no finer service rifle in the world today”.

Colt M16A4 Rifle, now in production, features a performance identical to the
M18A2, Physical differences between the two weapons include a removable
carrying handle with an integral rail-mounting system on the M16A4. YWhen the
carrying handle is removed, any accessory device with a rail grabber, such as
an optical sight. can be mounted on the weapon. The M18 Rifie barrel is
designed to accept the M203 Grenade Launcher which can easily be

bled to the rifle offering the user both point and area firing capabilities.
Also, all US and NATO rifie grenades can be fired without any supplementary
equipment.

The new concepts of rapid deployment, mobility and increased firepower play a
major part in the overall strategy of modem warfare. Increased emphasis is now
put on small tactical units that are able to "get in and out” fast. Increased need
for a lightweight, highly dependable, accurate service rifle with added fire power
therefore exists. Colt M16A4 is the ultimate rifle in 5.56mm.

COLT DEFENSELLC

Combat Proven Weapon Systems www.Colt.com l
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|M16 5.56mm Rifle

Colt Defense |

Flat top receiver allows far
removatie camying handie with

built in tarpet-style rear sights, and
easy mounting of sccessores

Cantridge case deflectar for lefl
handed shoating

—

=

| ey ~

Fiald atripe assily without spacial
tocls.

m

I | L

30 round magazine, cleaning kit
and shng are incuded

I www.Colt.com

FEATURES

- Unique direct gas operating
system eliminates the conventional
operating rod and resulls (o fewer
and lighter components.

- Accommodates the full range of
5.56mm ammunition, including the
NATO MB55/SS109 and U.S. M193,
ulilizing a rifling twist of 1 urnin 7°
{(178mm).

- Straight-line construction
disparses recoil straight back to tha
shoulder, increasing handling
capabiliies, especially during aulo
fire.

- Target style rear sight fealures dual
apartures (0-200m, 300-600m) and
adjusts for both windage and

levation. Graduated lon knol
allows for adjustments fram 300 lo
600m without need to remembser bullet
drop.

- Cartridge case deflector allows
easy operation in both right and left
handed shooling positions for
increased lactical applications.

Modets

= Muzzle compensator further
reducas muzzle climb, and helps
aliminate flash and dust signatures.

- Ejection port cover protects the
chamber from dust and mud.

- Field strips easily without special
tools for simple field user
mainienance.

- Flat top receiver allows for
ramavabla carry handle and sasy
mounling of accessorias.

- Barrel configuration allows
launching of all standard rifle
grenades, U.S and NATO, without
supplemental attachments.

- M203 40mm Grenade Launcher
mounts directly lo the Rifle without
maodification.

- High strength materials add
durability o the forearm, buttstock
and pistol grip for greater comfort and
alfectiveness.

ROH01; Flat top, Datachable handle, Safe-Semi-Full Auto
harwdle, Saf i-Burst

ROB05: Flat top,

ROTD1: Fixed handle, Sate-Seami-Full Auto

ROTDS: Fixed handle, Safe-Semi-Burst

M203 40mm Grenade
Launcher mounts directly
16> the Rifle

OLT.

M16 5.56mm Rifle

COLT DEFENSE LLC

Combat Proven Weapon Systems



CALIBER

40mm

WEIGHT [UNLOADED)
3.0 Ib |1.36 kg)
WEIGHT (LOADED)|
3.61b|1.63 kg|
LENGTH

15in (28 cm)

BARREL LENGTH

12 in {320 em)

HEIGHT (BELOW RIFLE
BARREL C/L)
3.3in[Bcm)|

WIDTH [MAX)

3.3in (B cm)

VELOCITY

W/M406 CTG)
245 ft/sec (74.7 m/sec)

MAXIMUM RANGE

TYPE OF AMMUNI
M406 High Explosiy

M433 HE Armar Piercing
M576 Buckshot
M4a07 Practice

M781 Practice

Most other sf

40mm ammunition
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(OL'I; M203 Grenade Launcher ‘&

Colt Defense

COLT DEFENSELLC

Colt M203 Grenade Launcher is a lightweight single shot breech loaded 40mm
weapon designed especially for attachment to the M4 Carbine and the
M18A2/A4 Rifle. It creates a versatile combination weapon system capable of
firing both 5.56mm rifle ammunition as well as the complete range of 40mm
high explosive and special purpose ammunition. The most commonly used
ammunition for the M203 is the M406 antiparsonnel round, which has a lethal
radius of 16 ft (5 m), and the M433 multi-purpose round which, in addition to
having fragmentation effects, will penetrate up to 3 in (7.6 cm) of armor plate.
Many cther types of ammunition are available, such as buckshot, tear gas,
and various signal rounds, which greatly increase the versatility of this out-
standing weapon,

The receiver of the M203 is made of high strength forged aluminum alloy,
which offers it extreme ruggedness, yet keeps weight ta a minimum. A
complete self-cocking firing mechanism, including barrel latch, trigger and
positive safety lever is included in the receiver, allowing the M203 to be
operated as a completely independent weapon, even though attached to the
M4 Carbine or the M18A2/A4 Rifle. The barrel, which is also made of a high
strength aluminum alloy, slides forward in the receiver to accept a round of
ammunition, and slides rearward to automatically lock in the closed position,
ready to fire,

The new concepts of rapid deployment, mobility and increased firepower now
play a major part in the overall strategy of modern warfare. Providing M4
Carbine and M16A2/A4 Rifle with area firing capabilities, Colt M203 Grenade
Launcher is an essential tocl of every modern army.

www.Colt.com I

Combat Proven Weapon Systems




18

| M203 40mm Grenade Launcher Colt Defense |

FEATURES

- Each M203 is furnished with a battle sight mounted on the
handguard adjustable for ranges of 50 to 250 meters.
A quadrant sight, which mounts on the carrying handle and is
adjustable for 50 to 400 meters, is also  fumished with each

' launcher.

= The M203 attaches directly to any standard Colt M16A2/A4
Rifle or M4 Carbine providing the grenadier with a combined

IM‘QMI:Q n'.|mi=r=nxm a Mew;q_ launcher and individual weapon. Mounting can be accomplished
i burpbi i e oAy by utilizing either two screws or an optional quick attach / detach
400 meters mounts on he Upper recaiver mechanism and without any modification to the weapon.

- Installation can be accomplished very quickly without using
any special tools.

- The M203 will fire a wide variety of ammunition, such as high
explosive antipersonnel and armor piercing dual purpose rounds.
Colt's M203 Grenade Launcher also is being used as the delivery
system for @ growing array of less-than-lethal munitions.

T Bk it IOy - Complete self-cocking firing mechanism is included in the

scoep! a found of amenunition, and skdes receiver, allowing the M203 to be operated as an independent
raarward to automatically lock in the clased weapon, even though attached to the Colt M4 Carbine or
posibn; eecy ¥s e M1EA2/A4 Rifie.

@

M203 40mm Grenade Launcher

COLT DEFENSE LLC
IW\VW‘CO'I-OO'“ Combat Proven \Weapon Systems
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Mr. CANNON. In fact, the record will be open for 5 days if any
of the panel or any of the Members wish to submit statements for
the record or other items for the record. Thank you. I appreciate
your testimony.

Mr. Olson.

STATEMENT OF WALTER OLSON, SENIOR FELLOW,
THE MANHATTAN INSTITUTE

Mr. OLsoN. Thank you, Mr. Chairman.

As you mentioned, I recently published a book called The Rule
of Lawyers which discusses at considerable length the origins and
the objectives of the antigun litigation. I conclude the following:
The gun suits are at best an assault on sound principles of indi-
vidual responsibility, since criminals are the ones that we should
blame for crime. At worst, they are a serious abuse of the legal sys-
tem, as I will try to demonstrate in a moment.

They show how a pressure group can employ litigation to at-
tempt an end-run around our democratic process in search of vic-
tories in the courtroom that they have been unable to obtain at the
ballot box.

The idea of a litigation campaign against gun makers reached its
greatest impetus after the 1994 national elections which swept out
of office many Members of Congress associated with the cause of
gun control.

After that humiliating route, many gun control advocates con-
cluded that the democratic process was not any time soon going to
grant them the kinds of gun control they wanted. What was the al-
ternative? As the lawyer who filed New York’s Hamilton v. Accu-
Tek put it, “You don’t need a legislative majority to file a lawsuit.”

The result has been a coordinated campaign, highly coordinated
and of national scope, operating recently across State lines and
drawing on lawyers and courts in many States as a common enter-
prise.

As another leading antigun lawyer put it, “What you really want
is a diversity of cases in lots of different regions, lots of different
courts, to create the greatest threat of liability.”.

The objectives of this campaign, according to the organizers
themselves, include the following: Sweeping nationwide changes in
the design, manufacture and distribution of guns, new paperwork
burdens and sacrifices of privacy for gun owners and for gun deal-
ers.

What most of these measures have in common is the following:
They have been considered and they have been rejected by this
body and by most, if not all, State legislators. That is not by coinci-
dence.

The antigun litigation movement did not have a strong case
under the principles that have come down to us through common
law over hundreds of years. I think that has been demonstrated by
the dismissal of most of the cases that we have seen so far.

What then were they counting on? Three things, I believe. First
they were counting on finding some judges who were willing to en-
gage in judicial activism, as it is called, who believe that for rea-
sons of social progress they can change the common law tradition
and introduce new causes of action.
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Secondly, they realized that for these defendants in particular,
the lawsuits were often going to be the company actions, as they
are called, actions in which evev if you win, you get to roll the dice
again as a defendant. If you lose, that may be it for your company.
And in any litigation there is a high random factor by necessity.
As a defendant in these gun cases, you may win 98 or 99 percent
of them. That may not be good enough.

Finally, and connected with the second point, these are not large
companies. This is the exact opposite really of the tobacco litigation
in which you have some of the largest and most sophisticated en-
terprises in the world being sued. The gun industry is mostly small
and medium-sized companies, often family owned. As you said in
your opening statement, Mr. Chairman, the spokesmen for the mu-
nicipal gun suits told a newspaper, “The legal fees alone are
enough to bankrupt the industry.”.

And we know that the deliberate use of cost infliction as a tactic
in litigation has been disapproved by principles of legal ethics,
more or less forever. It is considered a very serious breach of legal
ethics. Yet, I think the record shows and numerous journalistic
sources will document that more than a few of the lawyers filing
these suits have made it a knowing and conscious part of their
strategy to inflict legal costs on the defense. That is, to put it mild-
ly, not an appropriate use to which the legal system should be put.

Let me conclude with a word about federalism and the appro-
priate role of Congress. You will probably be told by some oppo-
nents of the bill that Congress should leave the States alone to
work this out by going their own separate ways. But the objective
of the antigun litigation campaign is not to let the States go their
separate ways. It is to obtain a nationwide coordinated system of
gun control through coordinated interstate litigation. Most of the
States will not be left with any choice in the matter any more than
gun owners or dealers will be left with any choice in the matter.
Congress has the full power and right to act in the national inter-
est. It should do so. Thank you.

Mr. CANNON. Thank you, Mr. Olson. That was very enlightening.

[The prepared statement of Mr. Olson follows:]

PREPARED STATEMENT OF WALTER K. OLSON

Good morning. My name is Walter Olson. I am a senior fellow at the Manhattan
Institute, with which I have been associated since 1985, and am the author of three
books on the American civil justice system. My most recent book, The Rule of Law-
yers (St. Martin’s, 2003), published in January, includes a chapter exploring the ori-
gins and objectives of the movement seeking to make makers and distributors of
guns pay for criminals’ misuse of their wares. I conclude that the gun suits are at
best an assault on sound tenets of individual responsibility, and at worst a serious
abuse of legal process. Even more ominously, the suits demonstrate how a pressure
group can employ litigation to attempt an end run around democracy, in search of
victories in court that it has been unable to obtain at the ballot box. Finally, I argue
that strong Congressional action to restrict litigation of this type is not only con-
ks)is‘cent with a due regard for federalism and state autonomy, but is in fact required

y it.
Point by point:

1. Litigation against gunmakers today takes the form of a highly coordinated
campaign of nationwide scope, in which a few very active attorneys and anti-
gun groups turn up again and again on the plaintiff’s side, and in which the
allegations advanced in particular lawsuits are frequently crafted to advance
a wider legal strategy against the target industry. As Brady Campaign attor-
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ney Dennis Henigan has put it: “What you really want is a diversity of cases
in lots of different regions, lots of different courts to create the greatest
threat of liability.”

. Organizers of this campaign intend to use litigation as leverage to obtain
sweeping nationwide changes in the manufacture and distribution of guns,
including the de facto banning of some models, compulsory changes in gun
design, and major new paperwork burdens and privacy sacrifices for gun
owners and dealers. Most of these changes if obtained are likely to be highly
unwelcome to large numbers of law-abiding gun purchasers.

. The idea of a litigation campaign against guns received its greatest impetus
after the 1994 national elections, which swept from office many members of
Congress identified with the cause of gun control. After that rout, some lead-
ing gun-control advocates concluded that the democratic process was not
soon going to grant them the kinds of restrictions on gun distribution they
sought any time soon. The alternative? As the lawyer who argued New
York’s Hamilton v. Accu-Tek put it, “You don’t need a legislative majority to
file a lawsuit”.

. Anti-gun litigators were aware that they had little case under the principles
that had prevailed over hundreds of years of common law. But they knew
that some courts are tempted by the lure of judicial activism: if persuaded
that it will serve the cause of social progress to invent new law out of whole
cloth, that is what they will do. In addition, when many different actions are
pressed in many different courts, the random factor present in any litigation
begins to play a large role: even if defendants can fend off 98 percent of the
cases, somebody somewhere is likely to break through, to the ruin of a given
defendant or the entire industry. Given the lack of a loser-pays principle in
American courts, there is little to discourage the filing of such speculative,
long-shot litigation.

. As industries go, America’s gun industry generally consists of small and
modest-sized companies, often family-owned: firearms scholar David Kopel
has written that the nation’s gun manufacturers would not be big enough to
qualify for the Fortune 500 even if you combined them all into one company.
As many journalistic accounts have made clear, anti-gun litigators were not
only aware that the expense of legal fees might grind down the resources of
the target businesses, but actually made such infliction of costs a conscious
strategy. “As in the war against tobacco, winning in court isn’t necessarily
the objective of the lawyers,” observed the New Yorker’s Peter Boyer in an
article on the strategy behind the gun suits. Defending against just twenty
municipal suits, “according to some estimates, could cost the gun manufac-
turers as much as a million dollars a day.” (The lawyers soon had thirty such
suits going.) “The legal fees alone are enough to bankrupt the industry,”
boasted John Coale, a key lawyer in the municipal suits. Although the delib-
erate infliction of costs in order to compel settlement was once considered a
gross breach of legal ethics, many partisans of the gun litigation appeared
if anything to admire its use in this case. Thus the editorialists of the At-
lanta Journal-Constitution approvingly noted that the suits “have already
forced some gun makers to the bargaining table” because they “can’t afford
lengthy courtroom battles”.

. The sums of money being demanded in the municipal gun litigation are more
than enough to drive every major gunmaker into bankruptcy many times
over—a prospect that would presumably entail serious disruptions in inter-
state commerce as well as in the assured supply of new guns to such pur-
chasers as the U.S. military. However, many supporters of the municipal liti-
gation have indicated that it is not actually intended to be tried to a final
conclusion; the idea is instead to settle it as part of a “deal” in which the
gun industry agrees to abide by various (unlegislated) gun controls. But such
a settlement prospect poses distinctive dangers of its own. To begin with,
other affected parties (including gun purchasers and dealers) will not be
present in the settlement room, and their interests are likely to go unrepre-
sented. Moreover, defendants can be arm-twisted in such a settlement into
agreeing to adopt measures that go beyond what any court would have or-
dered, and it will subsequently be argued that gun purchasers, dealers and
other “outsiders” lack standing to challenge the terms of a settlement, no
matter how detrimental it may be to their interests, perhaps including the
exercise of Constitutionally recognized liberties.
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7. The gun suits are probably the boldest effort presently underway to employ
liability litigation to usurp Congress’s Constitutionally specified role in law-
making. Thus The American Lawyer reported that one of the municipal suits’
prime movers, the late Wendell Gauthier, recruited trial lawyer colleagues
into the action because it “fit with Gauthier’s notion of the plaintiffs bar as
a de facto fourth branch of government, one that achieved regulation through
litigation where legislation failed.” Remarkably, many of Gauthier’s col-
leagues are equally outspoken. Attorney John Coale, spokesman for the mu-
nicipal suits, has argued that “What has happened is that the legislatures
. . . have failed,” and: “Congress is not doing its job [and] lawyers are taking
up the slack.” “The failure of Congress to address social problems in any
meaningful way had left a void,” said Daniel Abel of Florida’s Levin
Papantonio, active in both the gun and tobacco rounds. “Why was it impor-
tant for trial lawyers to become this new arm of government™? asked Michael
Papantonio of the same firm. “Because the new arm takes the place of an
arm that’s not working anymore.” These quotes reveal an astounding con-
tempt for the democratic process and for the lawmakers of this body.

8. By design and by necessity, the antigun litigation campaign is interstate in
its anticipated effects. Its suits in state courts demand damages from out-
of-state defendants on a scale certain to impair the workings of interstate
commerce, as well as the assessment of punitive damages against gun-indus-
try actors based on their nationwide (as opposed to intrastate) courses of con-
duct. Indeed, gun lawsuits have repeatedly asserted a right to apply the law
of one state or jurisdiction (such as New York) to gun sales which took place
in other jurisdictions (such as South Carolina and Virginia), on the grounds
that the firearms in question were later smuggled or otherwise taken into
the state in which the lawsuit is going forward. The intended and expected
effect is to identify isolated state courts that are amenable to the advocates’
arguments, and then project the power of those courts so as to restrict gun
freedoms in all 50 states, including states that would prefer to preserve for
their citizens relatively liberal access to the means of self-defense. It is im-
portant that proponents of the gun-suit campaign not be allowed to hide be-
hind the skirts of federalism. They are not, in fact, defending states’ “right
to govern themselves”, but instead attempting to use litigation in the courts
of some states to govern the citizens of other states.

As you are aware, H.R. 1036, the Protection of Lawful Commerce in Arms Act,
would “prohibit civil liability actions from being brought or continued against manu-
facturers, distributors, dealers, or importers of firearms or ammunition for damages
resulting from the misuse of their products by others.” In view of the history thus
far of the gun litigation, I can only say: it’s about time.

Thank you very much.
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Firing Squad
In the gun litigation wars, who really speaks for federalism?

By Walter Olson

The year is 2003, and you finally decide to exercise your American
right to own a firearm. You check listings for a store near you ("gun
shows,” you vaguely recall, were suppressed back in the Clinton
administration) and find a few still in business on shabby side streets.
The merchandise has tripled in price, the selection is poor, and there's a
four-month wait for the model you want. The worst part is that you
have to enter all sorts of personal information on a long questionnaire,
and the paperwork alone will take weeks to clear--leaving you to
wonder who'll have access to your private data once it's in some central
digitized registry of gun buyers.

How was it, you wonder, that handgun registration made it through our
reputedly Republican Congress? Did some Brady Bill XVII slip by
while you weren't looking? The dealer says no: Congress never voted
on the new rules one way or the other. They came in as part of the big
compromise deal in 2001 settling lawsuits against gun makers--settling
some of the lawsuits, at least. Half the makers had already been
bankrupted by the litigation, and the rest agreed "voluntarily”--ho ho
ho--to what were termed marketing restrictions, aimed at keeping
anyone from buying a gun in a state like yours unless they can show
they're not planning to transship it to a friend in some place with a
stricter gun control law.

Appalled, you complain to your legislators, who reply in chorus: Don't
blame us! These suits were carried out under state law, but not our
state's; in fact none of these legal actions made it past first base in this
part of the country. The whole operation from start to finish has been
carried out in states where you don't vote, before judges you didn't help
pick, by lawyers you don't know, representing mayors of cities where
you don't live. Back in the '90s, there was some talk of nationwide
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action to cut off excessive litigation against product manufacturers. But
that idea never got anywhere because critics viewed it as insufficiently

respectful of federalism--of the idea that localities should, by and large,
be allowed to run their own legal affairs.

What's wrong with this picture? And which side more deserves to wrap
itself in the historic mantle of federalism: the trial lawyers who've
launched a coordinated nationwide assault on one industry after
another, or the gun owners who'd like to preserve at least a local option
of firearms freedom?

In recent years, discarding time-honored constraints on their power,
state lawmakers and state courts have put forth one unprecedented
assertion of authority after another. They've ditched old common law
rules so as to charge deep-pocket defendants with harms that were once
considered other people's fault, thus making it thinkable to mulct
automakers for the costs of drunk drivers' crashes, tobacco companies
for the costs of smokers' indulgence in the weed, and now gun makers
for the damage caused when their wares are used in crimes. They've
discarded old scruples about the unfairness of inflicting such legal
changes retroactively, which leaves them willing to punish the 1974 or
1985 behavior of tobacco or gun purveyors because it transgresses legal
principles that creative contingency-fee lawyers came up with 15
minutes ago. (See "Retro Style," August 1997.) And--our topic this
month --they've also wriggled out of a series of old rules which used to
limit the extent to which they could project their power onto the
territory of other states. The doings of state courts and state lawmakers,
once regarded as a bulwark of local autonomy, have now paradoxically
emerged as a threat to genuine federalism.

Here's how the limits worked until not that long ago. Historic rules of
Jurisdiction provided that courts could hear suits only over persons and
businesses that were present on their own territory, while rules
governing "choice of law™ or "conflict of law" provided, roughly, that
they could try defendants only under the law of the place where those
defendants had acted. Suppose the mayor of Newark, New Jersey, felt
his city legally aggrieved by a Georgia merchant's sale in South
Carolina of some items which eventually made their way north as
contraband. Under the old jurisdiction rules, as they operated through
approximately the 1950s, the mayor would have had to send lawyers
down south to sue, rather than conscript the Georgia merchant up to
face suit in New Jersey, a state in which he might never have previously
set foot. Even if the merchant agreed for some reason to submit to the
New Jersey court's jurisdiction, the old choice of law rules provided
that his sale would have to be judged in that court under the law of
South Carolina, where it had taken place, and not under that of the
Garden State.

These geographic constraints on litigation were taken very seriously
indeed; in fact, they were accorded constitutional status. Back in the
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19th century, the U.S. Supreme Court had declared that the Due Process
Clause protected defendants in lawsuits from being subjected either to
the jurisdiction of an inappropriate state or to the application of an
inappropriate state's law.

Principles like this worked to discourage obscure local courts from
entertaining nationally ambitious litigation. Not only was it difficult to
corral an entire class of national defendants into a single local court, but
complainants could not routinely seck home court advantage--the sort
of danger that Alexander Hamilton had in mind in Federalist 81 when
he predicted that "the prevalency of a local spirit" might be found to
"disqualify the local [i.e., state] tribunals for the jurisdiction of national
causes."

As the century proceeded, however, the old rules increasingly came
under fire from litigation-happy reformers. Weren't the constitutional
protections for civil defendants mere historical impediments to the
rightful emergence of the state courts and legislatures as vigorous
policers of the national economy? With little real resistance, such
arguments carried the day. In a series of decisions starting in 1945, the
Supreme Court pulled back most of the constitutional protection it had
formerly accorded defendants against being dragged to an unfamiliar
state to be sued. Rules of "long-arm jurisdiction” quickly proliferated,
allowing state courts to reach out and put the touch on distant
businesses so long as it was deemed reasonably foresecable that their
actions might lead to their being sued in the state --a standard that is,
like an underwear waistband, both elastic and circular.

Suddenly it was possible to try suing more or less anyone, more or less
anywhere. Some years previously, the court had relaxed the old due
process rules against the application of a distant state’s law, and the
1960s saw a proliferation of strained theories allowing distant states to
apply their own pro-plaintiff laws.

One result was an enormous rise in "forum shopping”--searching out
that one local judge or juror pool most favorable to one's claim or
hostile to one's opponent. A wide variety of lawsuits that would be of
modest value or none at all in Maine, lowa, or Oregon can now be
taken to certain plaintiff-friendly counties in Alabama, Texas, or
Tennessee, where they magically acquire very rich settlement value.
The pioneering lawsuit seeking compensation for tobacco-related
Medicaid expenses just happened to be filed in chancery court in
Pascagoula, Mississippi, ensuring what the lawyer filing the case (who
is now a jillionaire) called "home cooking.”

Once states start perceiving liability law as a way to redistribute money
from (mostly) out-of-state defendants to (mostly) in-state plaintiffs, a
public-choice dynamic sets in: Why hold back on the sidelines while
other states empty the pifiata? Thus even reputedly conservative state
attorneys general came to join the tobacco litigation, fearful perhaps of
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being blamed should a settlement enrich other states while they
twiddled their thumbs.

The kicker is that lawyers on the attack don't have to win all, most, or
even a sizable minority of the cases they file. They can in fact lose 15 in
a row, and when they finally get lucky on the 16th they can demand a
fortune in punitive damages based on the defendant's entire national
course of conduct--never mind that the 15 earlier juries may have found
that same course of conduct justifiable. In the famous McDonald's
coffee burn case, a New Mexico jury awarded millions in punitive
damages against the fast food chain in part to punish the company for
its insensitivity in disputing numerous earlier claims of java-related
injuries--though a major reason for its resistance was the prevailing
sense among lawyers that juries were unlikely to assign liability for
keeping takeout coffee hot.

In effect, our liability system has emerged as a kind of firing squad, in
which the great majority of juries may aim their rounds harmlessly into
the air, declining to view the defendants as worthy of execution, but
which is fatal all the same if just one or two of the sharpshooters point
as they're told. One result of firing squad liability is utterly to foil the
policy of states that would have preferred to be more lenient on an
issue. I'm writing these words on a frigid March day in New England,
where many of us would be glad to assume the risks of hot takeout
cottee, knowing how tepid it can get by the time we consume it after a
drive to our destination. But that's not a matter we get to decide for
ourselves any more; a New Mexico jury has decided for the whole
country.

In much the same way, the gun suits invite Northeastern juries to punish
gun makers for not imposing on sales in South Carolina a range of
vague requirements that would be found quite unpalatable there,
including an anti-smuggling equivalent of "know your customer” rules
(to borrow a term from the recent banking controversy) and a
completely new requirement that gun makers somehow refrain from
fulfilling orders from the Palmetto State if doing so would result in
"oversupplying” local buyers, the alternative presumably being to put
dealers on allocation even if it leaves their shelves bare by July.

Thus can a few local legal cultures run roughshod over the rest of the
country's right to local autonomy. In a rational world, attempts to
invoke State A's law to ban gun sales in State B would be greeted by
the same astonishment as an attempt by Mississippi legislators to
regulate the closing hours of Louisiana saloons, or a resolution by the
legislature of Uruguay decreeing the abolition of the British monarchy.
Gun control advocates would be forced to get in line with the rest of us
who have to actually petition the U.S. Congress when we want a new
law passed controlling what people do in other states.

What can be done at this late stage? Presumably the Supreme Court
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could awaken from its slumber and begin reasserting defendants’ old
due process rights, but no one expects that any time soon. Some
libertarians talk as if the U.S. Congress lacks much rightful authority to
regulate the doings of state courts. Yet Article I'V, Section 1 of the U.S.
Consti-tution grants exactly such a broad-ranging power: "Full faith and
credit shall be given in each state to the public acts, records, and
judicial proceedings of every other state. And the Congress may by
general laws prescribe the manner in which such acts, records and
proceedings shall be proved, and the effect thereof" (Emphasis added.)
In other words, the Framers gave Congress explicit authority to
stipulate the manner in which states must accord due effect to other
states' legislation, including in this case the legislative policy of states
which choose to provide relatively liberal access to the means of self-
defense.

So before the next Brooklyn jury punishes the next gun maker for its
sales in some Southern state, it would seem completely in accord with
the Framers' intent for Congress to lay down a few ground rules aimed
at ensuring that some jurisdictions' laws do not slight the legitimate
operation of others’. One promising idea was sketched a decade ago by
law professor Michael McConnell, now at the University of Utah: a
federal statute generally requiring state courts, when they rule on
lawsuits arising from product sales elsewhere, to apply the law of the
state where the sale took place. (The essay appears in a 1988 book I
edited, New Directions in Liability Law, published by the Academy of
Political Science.)

In the meantime, the spokesmen for the litigation lobby will be doing
their best to keep up their absurd pose as guardians of federalism.
There's no reason for us to let them.

Contributing Editor Walter Olson is a senior fellow at the Manhattan
Institute . wrote at length about the problems of jurisdiction and choice
of law in The Litigation Explosion (Plume).

Visit Walter Glson's official Web site
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Big Guns
Plaintiffs' lawyers declare themselves the "fourth branch of
government” and go after firearms

By W.

You don't need to be a big Second Amendment booster to be appalled
by the newest round of litigation against gun makers. All you have to
do is take a look at some of the coverage that has appeared recently in
press outlets that are basically sympathetic to gun control, like Salon,
the American Lawyer, the National Law Journal, and The New Yorker.

Perhaps you've heard that big-city mayors had to sue because they've
been losing sleep over how freely guns are bought and sold in this
country. Well, it's funny about that. According to Jake Tapper in the
July 13 Salon, many of the cities suing gun makers are themselves
major distributors of guns, police surplus and otherwise, to the used
market. Disposing of firearms in "gun swaps,” generally with no
questions asked, has been a handy way for localities like Boston,
Detroit, and Alameda County, California, to defray the cost of new
police weapons. Boston, for example, attached no strings to resale when
it recently got rid of more than 3,000 .38s, even though it has now
endorsed a new legal theory that private vendors should be liable
because they displayed "willful blindness” to what happened after guns
left their hands.

For hypocrisy, it's hard to top that. Not impossible, though. New
Orleans was the first city to jump on the gun lawsuit train: "We have
been so focused here in New Orleans on getting guns off the street and
protecting our citizens," Mayor Marc Morial declared at the press
conference. Yet New Orleans recently scored what may be the biggest
deal of its kind ever in the U.S. when it recycled to street use through an
Indiana broker some 7,300 guns, most of which it had confiscated from
lawbreakers. These included TEC-9s and various other semiautomatics
whose importation and manufacture Congress banned in 1994.
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The municipal gun suits demand that manufacturers equip their wares
with safety locks, but New Orleans officials attached no such condition
to the resale of the guns in their own inventory, only two of which had
locks among the thousands they shipped. Nor did they require that the
guns be resold only to other police departments, a financially
unwelcome stipulation since weapons may fetch only half as much on
the market when that particular condition is attached.

Another of the novel legal theories holds it unconscionable for
manufacturers to cater to the full demand of shops located in gun-
friendly states and suburbs if they can reasonably figure that a certain
percentage of the merchandise will wind up in the hands of city
residents. But the Big Easy--which merely stipulated that the weapons
not be immediately resold in Louisiana ("not in my bayou," as Salon's
Tapper puts it)--could easily have predicted what would happen soon
after some of the guns in the deal were initially shipped to Texas: They
began showing up at New Orleans shops.

With this sort of embarrassment in the wings, whatever possessed the
mayors to dream up these suits? They weren't the ones who dreamed
them up. As the June American Lawyer recounts in detail, the gun
litigation got under way when a bunch of the nation's richest trial
lawyers began looking for new worlds to conquer after the successful
mugging of the tobacco industry. Following a December pow-wow in
Chicago to get their story straight, they began flying around the country
to "pitch their services to mayors and city attorneys." Under the terms
of contingency fee agreements with the cities, they stand to pocket as
much as 30 percent of any trial winnings.

These lawyers are not really interested in law, if by that you mean the
old-fashioned idea of a rule that's announced in advance so people
covered by it know what's expected of them. Instead, they are quite
openly spinning out new liability theories as fast as they can dream
them up, asking the courts to penalize the gun companies for not pre-
emptively anticipating and complying with those theories in the past.
No one seems to care about the dangers of this approach. The
retroactive application of new liability theories to tobacco companies
was met with almost unanimous approval from the press and scarcely a
peep of protest from the business community (see "Retro Style,”
August/September 1997). Even now that it's clear the principle will be
applied to plunder one industry after another, it's hard to get the
business community to offer any resistance in principle, or to detect any
real solidarity between people in different industries.

How worried are the plaintiffs' lawyers about going to trial and losing?
"As in the war against tobacco, winning in court isn't necessarily the
objective of the lawyers," observes Peter J. Boyer in a fascinating
article about the origins of these cases in the May 17 New Yorker. "If
twenty cities do bring suits, defending against them, according to some
estimates, could cost the gun manufacturers as much as a million

http://reason.com/9910/co.wo.reasonable.shtml 6/6/2003



30

Reason magazine -- October 1999 Page 3 of 5

dollars a day." That would force gun makers to the negotiating table as
the only alternative to bankruptcy.

"Judge shopping” also plays a role in the strategy, again in line with the
tobacco precedent. (See "Firing Squad,” May 1999.) Some friendly
state judges are willing to dispense "home cooking” to locally
influential counsel. On the federal side, according to the July 19
National Law Journal, the NAACP is desperately angling to get its new
suit against gun makers heard by Brooklyn's extremely liberal senior-
status judge Jack Weinstein, because the underlying theories "might not
succeed in any other courtroom in America"--a truly damning
commentary on how weak the case is. Weinstein, you may recall,
presided over Humilton v. Accu-Tek, the only case so far in which a jury
has bought the idea of holding manufacturers responsible for gun
violence because they should have known that some of their products
would end up in the hands of criminals. The jurors did not accept this
theory easily: During six days of deliberations, they repeatedly told
Weinstein they could not reach agreement; he refused to accept a
deadlock.

Judges like Weinstein may well be reversed on appeal, but in the
meantime the idea is to create as much uncertainty as possible,
capitalizing on the difficulty of defending against many different
theories in many different places at once, all this aside from the
irreducible random factor in all litigation. "[We] have the resources to
start a war instead of taking little potshots," trial lawyer John Coale told
The New Yorker's Boyer. "Well, we've started a war." Attorney Dennis
Henigan of the Center to Prevent Handgun Violence said what he's after
is to create a "credible threat of liability....The more cities that file, the
greater is the threat. So what you really want is a diversity of cases in
lots of different regions, lots of different courts to create the greatest
threat of liability.” You might call this a "spaghetti strategy™: Throw a
potful against the wall and see if any strands stick. You might also
compare it with what the Trish Republican Army said after its Brighton
hotel bombing failed to assassinate Margaret Thatcher: "We only have
to be lucky once. You have to be lucky every time."”

Polls show the gun suits are unpopular even among voters who are
willing to entertain other gun control proposals. Yet it's hard to say
when or if the press will turn critical. The New Yorker's account depicts
attorney Coale openly chortling over the success of the tobacco lawyers
in getting the media to sing in unison out of their songbook. "With
Coale directing the political and media ends of the case,” as Boyer tells
it, "the plaintiffs' lawyers became the prime creators and marketers of a
national narrative entitled "Big Tobacco.' *Oh, hee-hee-hee, we just
started in on Big Tobacco,’ says Coale, delighting in the memory. "You
know, it was "let's just refer to 'em as Big Tobacco,” Big Tobacco, Big
Tobacco, Big Tobacco! Pretty soon, everybody's talking Big Tobacco.'
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You'd think the press, if only from a residuum of professional pride,
would at some point revolt against a campaign of manipulation so
thorough and profitable that its practitioners can gloat about it in the
pages of mass-circulation weeklies. But no: Many at major networks
and newspapers are apparently content to get suckered the same way in
this round too. According to Boyer, the "most important lessons”
Henigan brought to the group of trial lawyers for whom Coale is a
spokesman "had nothing to do with litigation™ but instead related to
manipulating public opinion. "Henigan believes that it is imperative to
steer the argument about guns away from the problematic area of
criminal use, with its inconvenient focus on criminals™ and instead
recast the gun debate "as a health issue...guns should be thought of as
pathogens, and gun ownership, perhaps, as a disease.” Once again, the
tobacco episode will serve as precedent, this time by reference to the
invaluable help Dr. David Kessler gave the litigators when, from his
perch at the Food and Drug Administration, he declared that smoking
was a "pediatric disease.”

In keeping the tobacco companies pinned down and under constant
public fire, The New Yorker's Boyer comments, "Kessler proved a
particularly valuable ally" to the lawyers. " "We were in touch with
people at the F.D.A. all the time,' Coale says. 'There were a lot of faxes,
phone calls, and other forms of communication being exchanged.' " At
the time, those who suspected the FDA of playing footsie with the trial
lawyers were assailed as demeaning the integrity of a group of
independent-minded public servants. Now we learn better.

Boyer notes other political connections that helped the trial lawyers.
"When Hugh Rodham, a Florida lawyer who had no experience with
product liability, was brought into the group as a lead litigator,’ few
supposed that it was for any reason other than that he was Hillary
Clinton's brother,” he explains. "The move proved fruitful when, over
Thanksgiving with the first family in 1996, Rodham suggested to his
brother-in-law the President that the White House might want to get
involved in settlement talks.” Clinton agreed and "put his most trusted
aide, Bruce Lindsey, on the issue." By now, Boyer concludes, given
their power to decide which suits to file next and how to prosecute
them, "Coale and his colleagues are guiding the national agenda--a new
means of public-policy making that can't be found in any civics book."

The reason it can't be found in any civics book is probably that it's so
alien to the form of government the Founders thought they were giving
us. The June American Lawyer, in its article recounting the origins of
the firearms litigation, reports that prominent New Orleans trial lawyer
Wendell Gauthier was the first to talk his colleagues into suing gun
makers, even though their pockets weren't all that deep. The suit "fit
with Gauthier's notion of the plaintiffs bar as a de facto fourth branch of
government, one that achieved regulation through litigation where
legislation failed."
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Remember, it's not our side that's decided to call the trial lawyers a de
facto fourth branch of government: That's their view of the matter, in
the words of the American Lawyer. Of course, there remain a few
differences between this new Fourth Branch and the three original
branches the Founders had in mind. For one thing, those who labor in
the other three branches of government aren't supposed to use their
coercive powers to turn themselves into billionaires.

For another, they have to submit to a great deal of public scrutiny,
nowadays including sunshine laws, extensive financial disclosures and
blind trusts, freedom of information statutes, and much more, whereas
the back rooms where the Fourth Branch does its work of recruiting
governmental clients and negotiating settlements remain off-limits to
public scrutiny. And then there's a difference which some consider even
more important, namely that the Fourth Branch doesn't risk getting
slowed down by that anachronistic holdover of an earlier system of
governance known as "elections.”

Contributing Editor Waiier Olson, a senior fellow af the Manhattan
Institute, edits the new Web site Qverlawvered.com.

Visit Walter Olsan's official Web site
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Mr. CANNON. Mr. Lemongello, before you begin, before we set the
clock, I am just going to inform that we are going to have a vote
called in about 10:45. It is the intention of the Chair to go an extra
10 minutes into that vote and hopefully wrap this hearing up by
that time. So if—plan accordingly on questions, and then, Mr.
Lemongello, you are recognized for 5 minutes.

STATEMENT OF DAVID LEMONGELLO, NUTLEY, NJ

Mr. LEMONGELLO. First, I would like to thank Chairman Cannon,
Representative Watt and the rest of the Committee for allowing me
to testify here today.

I would also like to introduce Mike McGuire who is with me
today. Mike’s brother, Ken McGuire, was a police officer who was
shot along with me in January 2001. Mike is a sheriff’s deputy in
Essex County, NJ.

I would also like to introduce my counsel, Dennis Henigan. Mr.
Henigan is with me because I have a pending lawsuit, and it may
be necessary for him to address questions about the lawsuit.

Good morning. My name is David Lemongello. I used to be a po-
lice detective for the City of Orange in New Jersey. I graduated
from the Academy with the dream that I would help protect people
and do all I can to stop crime, but that dream was cut short 2
years ago by a criminal who should never have had a gun and a
gun dealer who was all too happy to profit from supplying guns to
the criminal market.

On January 12, 2001, I was shot three times by a violent crimi-
nal. My fellow officer, Ken McGuire, was shot two times in the
same incident. Our careers and livelihoods were abruptly cut short
that horrific night. I am here because I am outraged that Congress
is considering passing a bill that would protect the irresponsible
dealer and would deny me my legal rights as an American.

On January 12, 2001, Ken McGuire and I were police officers
with the Orange Police Department, New Jersey. I was on a stake-
out when I saw a suspect who matched the description of someone
who had been doing several armed robberies at a gas station. I got
out of my car to stop him, and I was immediately shot. The man
who shot me was Shuntez Everett, who was wanted for attempted
murder. Because Mr. Everett had been previously convicted of
weapons-related charges, he could never have legally purchased a
handgun.

Because of the injuries I suffered from that shooting, I will never
be a police officer again. Months after January 12, 2001, Ken and
I received some disturbing news. The gun used to shoot me reached
the criminal’s hands because of an irresponsible gun dealer. The
gun used in the shooting was one of 12 guns purchased by two in-
dividuals on a single day from Will Jewelry & Loan, a gun dealer-
ship in West Virginia. One of the individuals was a felon, Mr.
James Gray. He used a woman with a clean record to purchase all
12 guns at once with cold cash. Don’t you think if a man and a
woman come into your gun shop with thousands of dollars and a
man starts pointing out guns that he wants and then has a woman
purchase them, it should be an automatic red flag that something
isn’t right? Where did the gun dealer think those guns were headed
besides the streets?



34

Even more disturbing was that the gun dealer knew this was a
dirty deal. After he sold all 12 guns to these individuals and took
their cash, he called the ATF because he felt something wasn’t
right. If that was the case, why didn’t he call the ATF before he
took their money and sold the 12 guns? Because those who sold
this gun did not act responsibly, Ken and I filed suit against them.

These gun sellers did not even follow the sales guidelines rec-
ommended by the gun industry’s own trade association, the Na-
tional Shooting Sports Foundation. The NSSF says that gun deal-
ers should ask customers who may be straw purchasers a number
of questions, and if the dealer has any doubt about the sale, he
should not sell the gun. The manufacturer of this gun, Sturm,
Ruger, is a member of NSSF, yet it does nothing to make sure that
its dealers are even aware of these guidelines.

Had this gun dealer followed the NSSF guidelines, the gun used
to shoot me would never have been on the streets in criminal
hands. The next disturbing news I heard was that some people in
Congress wanted to take away my right to present my case in court
and wanted to give that irresponsible gun dealer special protection
from the legal rules that apply to all other businesses in this coun-
try.

Other businesses have to use responsible care, reasonable care
and may be liable for the consequences if they don’t. Those who sell
lethal weapons that are highly valued by criminals should have at
least the same duty to use reasonable care as businesses who sell
BB guns or any other product.

Our case is not frivolous. Far from it. The West Virginia gun
dealer and the manufacturer of the gun, Sturm, Ruger, recently
asked a judge in West Virginia to dismiss our case. She heard the
gun seller’s legal arguments and rejected every single one of them.
This judge, Judge Irene Berger of Kanawha County, applied the
general rules of West Virginia law to allow our case to proceed. By
establishing a different set of rules applicable only to the gun in-
dustry, H.R. 1036 would override her decision and deny us our day
in court.

As a police officer, a former police officer, I understand all too
well the importance of enforcing criminal law against gun dealers,
gun traffickers and criminals who use guns. I do not need to be lec-
tured by the gun lobby about the importance of enforcing the laws
on the books, but that is not enough. For one, the damage is usu-
ally already done when the criminal law steps in. Gun sellers have
to be more responsible when they sell guns to prevent guns from
getting into criminal’s hands before they do their damage. What
happened to Ken and me is an example of what could happen when
gun sellers are irresponsible.

Right now, a gun dealer sees only potential profit when someone
comes in and wants to buy 12 or even 112 guns. The dealer should
also recognize that there are costs to engaging in such sales, and
Feople like Ken McGuire and I bear the cost for the rest of our
ives.

That is why lawsuits like ours are important. Gun dealers need
to be held accountable. If it weren’t for our strength and will to
live, we both would have died that horrific night, January 12, 2001.
We are both very lucky to be here today. Kenny is the youngest of



35

12 brothers and sisters. As for me, I was newly married 2 months
prior to January 12, 2001. I can’t even imagine what our family
has gone through. The physical and mental scars are something
Kenny and I have to deal with every minute of every day, and the
damage that was done is irreversible.

Ken and I are not asking for the law that says we are entitled
to compensation for our injuries. We are not asking for the law that
says we must win our case, and we do not claim that gun seller
and gun manufacturers should be found liable simply because they
sold guns that were used in a crime. All we ask is for our day in
court so we can prove to the judge and jury that these gun sellers
acted irresponsibly and that they should be accountable under the
principles of law that apply to everyone. This is our right as Ameri-
cans, and on behalf of Ken and myself and other victims of gun vio-
lence, I ask that you do not take that right away. Thank you.

Mr. CANNON. Thank you, Mr. Lemongello. We appreciate the hor-
rific experience you have been through and appreciate you being
here to share that with us.

[The prepared statement of Mr. Lemongello follows:]

PREPARED STATEMENT OF DAVID LEMONGELLO

Good morning, my name is Dave Lemongello. I used to be a police detective for
the city of Orange, New Jersey. I graduated from the academy with the dream that
I would help protect people and do all I could to stop crime. But that dream was
cut short two years ago by a criminal who should never have had a gun, and a gun
dealer who was all too happy to profit from supplying guns to the criminal gun mar-
ket. On January 12, 2001, I was shot three times by a violent criminal. My fellow
officer Ken McGuire was shot two times in the same incident. Our careers and live-
lihood were abruptly cut short that horrific night. I am here because I am outraged
that Congress is considering passing a bill that would protect that irresponsible
dealer and would deny me my legal rights as an American.

On January 12, 2001, Ken McGuire and I were police officers with the Orange
Police Department in New Jersey. I was on a stakeout when I saw a suspect who
matched the description of someone who had been doing several armed robberies at
a gas station. I got out of my car to stop him, and was immediately shot. The man
who shot me was Shuntez Everett, who was wanted for attempted murder. Because
Everett had been previously convicted of weapons-related charges, he could not have
legally purchased a handgun.

Because of the injuries I suffered from that shooting, I will never be a police offi-
cer again.

Months after January 12, 2001, Ken and I received some disturbing news. The
gun used to shoot me reached the criminal’s hands because of an irresponsible gun
dealer. The gun used in the shooting was one of twelve guns purchased by two indi-
viduals on a single day from Will Jewelry & Loan, a gun dealership in West Vir-
ginia. One of the individuals was a felon, Mr. James Gray. He used a woman with
a clean record to purchase all twelve guns at once with cold cash. Don’t you think
if a man and woman comes into your gun shop with thousands of dollars and the
man starts pointing out guns that he wants and then has the woman purchase
them, it should be an automatic red flag that something isn’t right? Where did the
gun dealer think those guns were headed besides the streets? Even more disturbing
was that the gun dealer knew this was a dirty deal. After he sold all twelve guns
to these individuals and took their cash, he called the ATF because he felt some-
thing wasn’t right. If that was the case, why didn’t he call ATF before he took their
money and sold the twelve guns?

Because those who sold this gun did not act responsibly, Ken and I filed suit
against them. These gun sellers did not even follow the sales guidelines rec-
ommended by the gun industry’s own trade association—the National Shooting
Sports Foundation. The NSSF says that gun dealers should ask customers who may
be straw purchasers a number of questions, and if the dealer has any doubt about
the sale, he should not sell the gun. The manufacturer of this gun, Sturm, Ruger,
is a member of NSSF, yet it does nothing to make sure that its dealers are even
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aware of these guidelines. Had this gun dealer followed the NSSF guidelines, the
gun used to shoot me would never have been on the streets, in criminal hands.

The next disturbing news I heard was that some people in Congress wanted to
take away my right to present my case in court, and wanted to give that irrespon-
sible gun dealer special protection from the legal rules that apply to all other busi-
nesses in this country. Other businesses have to use reasonable care and may be
liable for the consequences if they don’t. Those who sell lethal weapons that are
highly valued by criminals should have at least the same duty to use reasonable
care as businesses who sell BB guns, or any other product.

Our case is not frivolous—far from it. The West Virginia gun dealer and the man-
ufacturer of the gun, Sturm Ruger, recently asked a judge in West Virginia to dis-
miss our case. She heard the gun sellers’ legal arguments and rejected every single
one of them. This judge, Judge Irene Berger of Kanawha County, applied the gen-
eral rules of West Virginia law to allow our case to proceed. By establishing a dif-
ferent set of rules—applicable only to the gun industry—H.R. 1036 would override
her decision and deny us our day in court.

As a police officer—a former police officer—I understand all too well the impor-
tance of enforcing the criminal laws against gun dealers, gun traffickers, and crimi-
nals who use guns. I do not need to be lectured by the gun lobby about the impor-
tance of enforcing the laws on the books. But that is not enough. For one, the dam-
age is usually already done when the criminal law steps in. Gun sellers have to be
more responsible when they sell guns to prevent guns from getting into criminals’
hands, before they do their damage. What happened to Ken and me is an example
of what happens when gun sellers are irresponsible. Right now, a gun dealer sees
only potential profit when someone comes in and wants to buy twelve—or one hun-
dred and twelve—guns. The dealer should also recognize that there are costs to en-
gaging in such sales, and people like Ken McGuire and I bear those costs the rest
of our lives. That is why lawsuits like ours are important. Gun dealers need to be
held accountable.

If it weren’t for our strength and will to live, we both would have died that hor-
rific night on January 12, 2001. We are both very lucky to be here today. Kenny
is the youngest of twelve brothers and sisters. As for me, I was newly married two
months prior to January 12, 2001. I can’t even imagine what our families have gone
through. The physical and mental scars are something Ken and I have to deal with
every minute of every day. And the damage that was done is irreversible.

Ken and I are not asking for a law that says we are entitled to compensation for
our injuries. We are not asking for a law that says we must win our case. And we
do not claim that gun sellers and gun manufacturers should be found liable simply
because they sold a gun that was used in crime. All we ask for is our day in court,
so we can prove to a judge and jury that these gun sellers acted irresponsibly and
that they should be accountable under the principles of law that apply to everyone.
This is our right as Americans. On behalf of Ken, myself and other victims of gun
violence, I ask that you not take that right away. Thank you.

Mr. CANNON. Mr. Keane, you are now recognized for 5 minutes.

STATEMENT OF LAWRENCE G. KEANE, VICE PRESIDENT AND
GENERAL COUNSEL OF THE NATIONAL SHOOTING SPORT
FOUNDATION

Mr. KEANE. Chairman Cannon, distinguished Members of the
Subcommittee, my name is Lawrence Keane. I am the Vice Presi-
dent and General Counsel of the National Shooting Sports Founda-
tion.

The NSSF appreciates the opportunity to appear before the Com-
mittee this morning to offer testimony in support of H.R. 1036, the
common sense legal reform that will restore integrity and fairness
to our Nation’s judicial system.

We call upon Congress to follow the lead of over 30 States that
have already enacted similar legislation to stop reckless lawsuits
that seek to destroy and bankrupt a responsible American industry
by blaming firearms manufacturers for the actions of criminals.
Formed in 1961, the NSSF is the trade association for the firearms
and recreational shooting sports industry.
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We are proud of our industry’s cooperative relationship with law
enforcement, as exemplified by the joint NSSF-ATF partnership
program called Don’t Lie for the Other Guy that assists ATF in
educating federally licensed firearms dealers on how to detect and
deter illegal straw purchasers of firearms.

Beginning in 1998, a group of approximately 40 urban politicians
aligned with contingency fee trial lawyers and antigun activists
have flooded our Nation’s courts with lawsuits filed against law-
abiding federally licensed firearms manufacturers, wholesale dis-
tributors and retailers.

The plaintiffs do not allege that members of the industry have
broken any of our Nation’s over 20,000 firearm laws. Instead they
allege that the sale of a legal product in accordance with an exten-
sive regulatory system somehow causes crime and the industry is
subverting the law to funnel firearms to the so-called criminal mar-
ket. These allegations are highly offensive and patently false.

This well-funded, coordinated onslaught of reckless lawsuits
against members of our industry continues unabated. Recently the
cities of New York, Jersey City and Camden, New Jersey were per-
mitted to attempt to prove their despicable allegation that the in-
dustry knowingly and willingly sells guns to criminals. Several
cases are currently pending at the trial court level.

In addition, several more cases are currently at various stages of
appeal and could be returned to the trial court for costly and time-
consuming discovery. Just one $100 million dollar verdict will
bankrupt virtually the entire industry.

Just this Monday, the NAACP’s lawsuit against members of the
industry began in Brooklyn Federal Court before Judge Weinstein,
who tried the Hamilton case and is well known in legal circuits as
an activist jurist. Courts have recognized that these suits against
the industry are an improper attempt to use litigation to regulate
the industry, thereby circumventing the democratic and constitu-
tionally prescribed legislative process, usurping the role of Con-
gress and the State legislatures.

At his opening on Monday, Dennis Hayes, the General Counsel
of the NAACP, said he was asking, “to usher in an equitable code
of conduct and would change the way business is done and that the
case was about asking a Federal court,” not Congress, to, “step in
and regulate, the firearms industry.”

In upholding the dismissal of a similar suit, a Florida appellate
court said that, “Miami-Dade County’s request to the trial court to
use injunctive powers to declare the business methods create a
public nuisance is in an attempt to regulate the firearms and am-
munition industry through the medium of the judiciary and that
the judiciary is not empowered to enact regulatory schemes in the
guise of injunctive relief. The power to regulate belongs not to the
judicial branch of Government but to the legislative branch.”

Winning on the merits is not necessary in order for these politi-
cians and antigun activists to impose through litigation a gun con-
trol agenda rejected repeatedly by Congress and not supported by
the American public.

At the time he filed his suit, Chicago Mayor Daly said, “We are
going to hit them where it hurts, in their bank accounts.”
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Andrew Cuomo, then HUD Secretary, threatened firearms manu-
facturers with, “Death by a thousand cuts.”

NAACP President Mfume said his lawsuit was an effort to
“break the backs of industry members.”

Antigun plaintiffs can implement their gun control policies
through the entire Nation if the coercive effect resulting from the
staggering financial cost to defend these baseless suits forces indus-
try members into a Hobson’s choice of either capitulation or bank-
ruptcy. Companies have gone out of business vindicating them-
selves against baseless lawsuits. Just ask Dow Corning.

The collective industry cost to defend these ill-conceived politi-
cally motivated suits has been truly staggering. I believe a conserv-
ative estimate for the total industry-wide cost of defense to date
now exceeds $100 million, a staggering sum for a small industry
like ours, that, taken together, would not equal a Fortune 500 com-
pany. The cost of litigation is borne almost exclusively by the com-
panies, because insurance carriers have denied coverage.

Plaintiffs have carefully drafted their complaints to take them
outside of liability insurance coverage in order to apply maximum
financial pressure on the defendant manufacturers.

Firearms industry members now confront skyrocketing pre-
miums. These lawsuits threaten the very existence of manufactur-
ers that produce the tools our military and law enforcement agen-
cies use every day to protect the American public, and our free-
doms both here and abroad.

If these companies are driven out of business, from whom will
our military and law enforcement purchase their firearms? The leg-
iislatign today is as important for what it does not do as what it

oes do.

It does not, as antigun interest groups have falsely alleged, close
the courthouse doors to those that have been injured by firearms
that have been illegally sold, supplied to one likely to use the fire-
arm in a manner involving an unreasonable risk of injury or defec-
tively designed or manufactured products.

The bill expressly provides that injured parties are still able to
assert well-recognized tort claims against manufacturers and sell-
ers of firearms. The loudest voices arrayed in opposition to this leg-
islation are the same antigun interest groups that are orches-
trating and financing the litigation assault to regulate the firearms
industry in ways Congress has rejected.

Let me conclude my remarks where I began them. Over 30
States have already enacted similar laws to stop these junk law-
suits designed to destroy the industry and to achieve gun control
regulation through litigation.

Within the week, West Virginia Governor, Bob Wise, signed leg-
islation to prevent such suits. The time has come for Congress to
enact common sense legal reform to restore integrity and fairness
to our judicial system, protect American jobs and industry and pre-
vent an unconstitutional attempt to circumvent Congress and the
State legislators.

The National Shooting Sports Foundation urges Congress to pass
this legislation.

Mr. CANNON. Thank you, Mr. Keane.

[The prepared statement of Mr. Keane follows:]
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PREPARED STATEMENT OF LAWRENCE G. KEANE

Chairman Cannon and distinguished members of the Subcommittee, my name is
Lawrence G. Keane. I am the vice president and general counsel of the National
Shooting Sports Foundation, Inc. (“NSSF”). The National Shootings Sports Founda-
tion appreciates the opportunity to appear before the Subcommittee this morning to
offer testimony in support of the “Protection of Lawful Commerce in Arms Act.”
(H.R. 1036). We strongly support this important piece of common sense legal reform
because it will restore integrity and fairness to our nation’s judicial system. We call
upon Congress to follow the lead of over thirty states that have already enacted
similar legislation to stop reckless lawsuits that seek to destroy and bankrupt a re-
sponsible American industry by blaming firearm manufactures for the actions of
criminals. Nothing less is at stake than the future of one of America’s oldest, most
important industries and the loss of thousands of American jobs that are vital to
the wealth of our economy.

Formed in 1961, the NSSF, with approximately 2,600 members, is the trade asso-
ciation for the firearms and recreational shooting sports industry. We are proud of
our industry’s cooperative relationship with law enforcement, as exemplified by the
joint NSSF—Bureau of Alcohol, Tobacco, Firearms and Explosives (ATF) partner-
ship program called “Dont’ Lie for the Other Guy” that assists ATF in educating
federally licensed firearms dealers on how to detect and deter illegal straw pur-
chases of firearms. The American Society of Association Executives recently named
the “Don’t Lie” program to its Advance America Honor Roll. NSSF’s commitment
to promoting the safe and responsible use of firearms is typified by our federally
funded Project ChildSafe and Project HomeSafe programs in which NSSF, in part-
nership with state and local governments, has provided millions of firearm safety
education kits including a free firearm locking device to the public throughout the
United States.

Beginning in 1998, a group of approximately forty urban politicians, aligned with
contingency-fee trial lawyers and anti-gun activists, have flooded our nation’s courts
with lawsuits filed against law-abiding federally licensed firearms manufacturers,
wholesale distributors and retailers. These suits seek to destroy and bankrupt a re-
sponsible American industry by blaming firearm manufactures for the actions of
criminals. The plaintiffs in these cases do not allege that member of the firearms
industry have broken any of our nation’s over 20,000 firearm laws. Instead, they al-
lege that the sale of a legal product in accordance with an extensive regulatory sys-
tem somehow causes crime and that the industry is subverting the law to funnel
firearms to the so-called “criminal market.” These allegations are both highly offen-
sive and patently false.

Despite some success in the courts, this well-funded, coordinated onslaught of
reckless lawsuits against members of our industry continues unabated. Recently,
the cities of Newark, Jersey City and Camden, New Jersey were permitted to at-
tempt to prove their despicable allegation that the firearms industry knowingly and
willingly sells guns to criminals. Several more cases are currently at various stages
of appeal and could be returned to trial courts for costly and time-consuming dis-
covery.

Just this Monday the trial of the National Associations for the Advancement of
Colored People (NAACP) lawsuit against over 80 members of the firearms industry
began in a Brooklyn federal court before Judge Jack B. Weinstein, well known in
legal circles as an activist jurist. As other courts have recognized, these suits
against the firearms industry are an improper attempt to use litigation to regulate
the design, manufacturer, marketing, distribution and sale of firearms, thereby cir-
cumventing the democratic and constitutionally prescribed legislative process and
usurping the role of Congress and the state legislatures. For proof of this, you need
look no farther than Monday’s opening statement by Dennis Hayes, the NAACP’s
general counsel. He said the NAACP was, “asking that the court usher in an equi-
table code of conduct that changes the way business is done,” and that the case was
about asking a federal court “to step in and regulate” the firearms industry.

In upholding the dismissal of similar suit by Miami-Dade County a Florida appel-
late court wrote, “The County’s request that the trial court use its injunctive powers
to mandate redesign of firearms and declare that the [firearms manufacturers’]
business methods create a public nuisance, is an attempt to regulate firearms and
ammunition through the medium of the judiciary. . . . The judiciary is not empow-
ered to ‘enact’ regulatory measures in the guise of injunctive relief. The power to
Leg‘isla}llte belongs not to the judicial branch of government but to the legislative

ranch.”

Winning on the merits is not necessary in order for these politicians and antigun
activists to impose through litigation a gun control agenda repeatedly rejected by
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Congress and not supported by the American public. At the time he filed his suit,
Chicago Mayor Richard Dailey said, “We’re going to hit them where it hurts—in
their bank accounts . . .” Andrew Cuomo, then Housing and Urban Development
Secretary, threatened firearms manufacturers with “death by a thousand cuts.”
NAACP president Kweisi Mfume said its lawsuit was “an effort to break the backs”
of industry members. These antigun plaintiffs can implement their gun control poli-
cies throughout the entire nation if the coercive effect resulting from the staggering
financial cost to defend these baseless suits forces industry members into a Hobson’s
choice of either capitulation or bankruptcy. Companies have gone bankrupt vindi-
cating themselves against baseless lawsuits.

The collective, industry-wide cost to defend these ill-conceived, politically moti-
vated suits has been truly staggering. Exact figures are unavailable because the de-
fendants are competitors and each considers its defense costs to be confidential busi-
ness information. However, based on discussions with insurance industry execu-
tives, manufacturers’ corporate counsel, reading cost estimates in various publica-
tions and NSSF’s own experience as a defendant in these cases, I believe a conserv-
ative estimate for the total, industry-wide cost of defense to date now exceeds $100
million dollars. This is a huge sum of money for a small industry like ours. The fire-
arms industry taken together would not equal a Fortune 100 company. The cost of
litigation is borne almost exclusively by the companies themselves. With few excep-
tions, insurance carriers have denied coverage. Because of these lawsuits, firearms
industry members now confront skyrocketing premium increases when renewing
their insurance policies. In addition, insurance policies now universally excluded
coverage for these types of suits. This has resulted in large, across-the-board, price
increases for consumers. In addition, in these trying economic times, taxpayers of
the cities that have chosen to pursue the utterly discredited notion that manufactur-
ers are responsible for the acts of criminals are forced to shoulder their city’s cost
of pursuing such a lawsuit, money that could have been better spent on things like
hiring more police officers.

Mr. CANNON. The Chair notes that we have been joined by sev-
eral other Members.

First of all, the Ranking Member of the full Committee, Mr. Con-
yers from Michigan, Mr. Scott from Virginia is also with us and
Mrs. Blackburn from Tennessee. I think we have now gotten every-
one.

Does the gentleman from North Carolina seek recognition? For
questioning?

Mr. CoBLE. I do indeed.

Mr. CANNON. The gentleman is recognized for 5 minutes.

Mr. CoBLE. Thank you, Mr. Chairman. I will be brief.

Thank you, gentlemen, for being with us. We have the 5-minute
rule against us, so let me move along quickly. Let me address this
to the industry reps. Describe in detail, if you will, the type of safe-
ty initiatives the industry has engaged on its own, A, and, B, are
these safety initiatives mandatory, or has the industry voluntarily
implemented them? Anybody, any of the reps.

Mr. KEANE. I will address that question.

The National Shooting Sports Foundation was formed in 1961.
Throughout its history it has promoted the safe and responsible
use and handling of firearms.

It has a number of programs and has distributed thousands of
pieces of safety literature voluntarily throughout the United States.
It has a program that is now funded by the Federal Government
called Project ChildSafe in which we distribute firearm safety edu-
cation kits, including a free locking device. Throughout the United
States we have distributed millions of those safety kits.

Mr. CoBLE. And manufacturers are actively involved in this?
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Mr. KEANE. The manufacturers such as Colt are members of the
National Shooting Sports Foundation and support the programs
and initiatives. That is on the safety side.

In cooperation with law enforcement, as I indicated in my re-
marks, we are very proud of our cooperation with law enforcement,
and it is exemplified and typified by our voluntary joint cooperative
program with the ATF called Don’t Lie for the Other Guy in which
we distribute—we have distributed tens of thousands of these kits
to dealers all throughout the United States that help to educate
these retail dealers on how to identify and deter straw purchases
of firearms. It includes countercards, placards and videos. All of
that is at our expense. All of that is totally voluntary, and we——

Mr. CoBLE. Thank you, Mr. Keane. I appreciate the answer.

Some of the litigation suggests that the industry itself should be
required to monitor dealers and perform I guess basically what
would be law enforcement. Anybody want to respond to that about
the dealers—I mean, about the manufacturers monitoring the sales
that would appear to be onerous, but what say you about that?

Mr. KEANE. I think it is an impractical suggestion. It amounts
to asking a brewery to stand at the counter and monitor the sales
of alcohol beverages to consumers or for a car manufacturer to
stand at a dealership and——

Mr. CoBLE. I hate to keep cutting you off, but the clock is run-
ning on me. What kind of initiatives, if any, has the industry un-
dertaken to stop or curtail illegal gun sales? From any of the other
two reps. Mr. Olson, or Mr. Keane if you—Mr. Keane, if you want
to respond.

Mr. KeEANE. I would point again to another program that we
have, a cooperative effort with ATF called the Partnership for
Progress Seminars in which we hold, voluntarily hold, seminars
throughout the United States in which ATF and the industry in-
vites dealers to come for continuing education programs. ATF
speaks at our trade show every year on issues such as straw pur-
chasing and the theft of firearms, inventory control issues and
things along those lines to prevent firearms from falling into the
hands of criminals and being used in tragic situations.

Mr. CoBLE. Thank you, sir.

Mr. Lemongello, in your case, Mr. Lemongello, as you pointed
out, the dealer belatedly contacted ATF. I guess it is our contention
he should have done that before he did it. But at least he did do
it after the fact, unfortunately, perhaps. But do you——

Mr. LEMONGELLO. After he took the money.

Mr. CoBLE. Do you know, Mr. Lemongello, whether or not the
ATF subsequently conducted an investigation against the dealer,
and if so, were there allegations that the dealer had engaged in an
illegal sale? Do you know one way or the other about that?

Mr. LEMONGELLO. I don’t think there was any investigation to-
ward the gun dealer, no. I don’t think there was.

Mr. CoBLE. Okay. I was just curious to know if in fact there was
evidence of wrongdoing there.

Well, that is very unfortunate about you and your partner, Mr.
Lemongello, but——

Mr. LEMONGELLO. Let me just add that one of the 12 that was—
the one that ultimately I was involved with, that wasn’t the only
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one that was taken off the street in my small city that I worked
in. There was one other from that 12, that batch of 12 that was
bought from that store, that ended up being taken off the street
months prior to that from Kenny McGuire, who took it off the
street and was ultimately shot with me that day. So it was 2 of
the 12 that were ultimately found in the small city in Jersey.

Mr. CoBLE. Thank you, sir. Mr. Chairman, I hope you will note
that I beat the red light and I yield back.

Mr. CANNON. I will also note that the gentleman is one of the few
that regularly beats the red light, and I appreciate that. Thank
you.

Mr. Watt, would you like to be recognized? The gentleman is rec-
ognized for 5 minutes.

Mr. WATT. Thank you, Mr. Chairman. I will try to beat the red
light too, because I know we are against time constraints here.

I just want to make one comment to Mr. Keane. After hearing
your testimony, I am glad I didn’t get it last—in time to read it,
because I would just say I am extremely offended by the notion
that you would try to make us a party to—in a rhetorical way even
to a dispute between the NRA and the NAACP. It just—I am of-
fended by it. So—and I will just go on from there.

Mr. Chen, I am holding in my hand a recall notice from Colt
where you recalled a gun that was susceptible to accidental dis-
charge if improperly carried with a round in the chamber and
dropped or otherwise carelessly handled. And then further down in
the notice, you say, if you own one of these pistols, please notify
Colt in writing, but do not return the pistol at this time. You will
be given further details and instructions as to when and how to
ship your firearm to Colt.

Now, assuming somebody accidentally dropped this gun after you
gave them the notice and told them not to return it to you, as I
read the provisions of this bill, that would not be used as intended.
So you would be exempt from liability even for that kind of neg-
ligent design, as I read the bill. Is that what you intend?

Mr. CHEN. That is not my understanding. My understanding is
that this so-called sweeping immunity that the certain proponents
against this bill would have you believe is absolutely untrue.

Mr. WATT. Well, I can read, Mr. Chen. My thinking says an ac-
tion—you are exempted unless there is an action for physical inju-
ries or property damage resulting directly from a defect in design
or manufacture of the product when used as intended.

Now, I don’t know anybody who walks around dropping a gun ac-
cidentally in using it as intended. So the wording of this bill as it
now is worded would exempt Colt, even after you notified somebody
and told them that there was a defect and told them not to send
the gun back to you.

Mr. CHEN. That is not true, sir. The

Mr. WATT. Are you saying I can’t read?

Mr. CHEN. No. I think you are mistaken.

Mr. CANNON. Would the gentleman yield?

Mr. WATT. It is just subject to interpretation, and I am sure you
are going to say you didn’t intend that. I am sure the Chairman
is going to say he didn’t intend it, but if you are going to do this,
at least clean the bill up and get to the things that you are talking
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about. And certainly don’t get to the seller and dealer who is re-
sponsible in the way that resulted in the shooting of police officers
like the one that we have here testifying today.

With that, Mr. Chairman, I will yield to you, if you want me to
yield, but I am prepared to yield back my time if—in the interest
of getting other

Mr. CANNON. The gentleman yielded back.

Mr. WATT. I will yield to you if you want me to yield to you.

Mr. CANNON. That is fine.

Mr. WATT. Okay. I will yield back then.

Mr. CANNON. Mr. Carter, do you seek recognition?

Mr. Feeney? Mrs. Blackburn?

Mr. CANNON. Thank you. Mr. Delahunt. The gentleman is recog-
nized for 5 minutes.

Mr. DELAHUNT. I thank the Chair. Your testimony, Mr.
Lemongello, I thought was rather powerful. I guess I would ask
Mr. Keane, given what you heard and accepting the facts as recited
by Mr. Lemongello, you wouldn’t want to deny him a right of access
to the courts, would you?

Mr. KEANE. Well, I don’t know that I would accept all of the rep-
resentation of what the facts are.

Mr. DELAHUNT. I understand, but let’'s——

Mr. KEANE. My understanding is that not only did the dealer—
you have asked the question. If I would be permitted to answer it.

Mr. DELAHUNT. Here is what I am saying. Okay? This is how it
works here. I ask the questions and you give the answers. All
right?

Mr. KEANE. I will be happy to answer the question.

Mr. DELAHUNT. We understand that. Accept the facts as recited
by Mr. Lemongello. Now, if you accept those facts, the question
that I am posing is, would you deny him an opportunity to prove
his case in a court of law?

Mr. KEANE. If there is evidence that the dealer had in any way
violated any of the laws, he would be——

Mr. DELAHUNT. Any of the laws could mean——

Mr. KEANE. You have asked the question. Could I be permitted

to

Mr. CANNON. Pardon me. Let me remind the panel that the gen-
tleman on the dais controls the time and has the right to stop a
question or—we will add a couple seconds to your——

Mr. DELAHUNT. I thank the Chair, and go ahead, Mr.——

Mr. KEANE. And I appreciate your interest in this legislation and
your obvious enthusiasm. If the dealer——

Mr. DELAHUNT. I am getting more enthused as you speak, by the
way.

Mr. KEANE. If the dealer violated any laws, this bill does not pro-
tect or provide any immunity from litigation against that dealer. If
the dealer complied with the law and it was a lawful sale and they
have done nothing illegal, then they are not responsible for the ac-
tions

Mr. DELAHUNT. I guess what I am saying is under the course of
common law, the precedent that is established over the history of
American jurisprudence, if Mr. Lemongello could prove negligence,
a wanton and willful misconduct or gross negligence or some sort
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of liability theory, absent statutory language, you wouldn’t want to
deny him access to court, would you?

Mr. KEANE. He is not denied access to court, and in fact if a deal-
er knowingly

Mr. DELAHUNT. Okay. Then you have clarified for me your posi-
tion. Okay. That is all I am asking.

Now, I guess it was maybe Mr. Chen could—I just want to get
my hands around the dimensions of the problem here. What, in the
aggregate, is the dollar amount of verdicts that have been returned
in these kind of cases?

Mr. CHEN. Against?

Mr. DELAHUNT. Against

Mr. CHEN. Against Colt?

Mr. DELAHUNT. Well, no, not against Colt. Against dealers. I
mean, I presume that—maybe Mr. Keane you can answer that
question.

Mr. KEANE. Well, I am not sure what your definition of these
cases is. The cases that Hamilton:

Mr. DELAHUNT. Cases that would be prohibited under the aegis
of the statute.
| Mr. KEANE. In the Hamilton case the verdict was for $4 mil-
ion——

Mr. DELAHUNT. Do you have an aggregate figure?

Mr. KEANE. That is the only verdict of this—well, in the similar
case against the distributor in Florida, the verdict was for:

Mr. DELAHUNT. Do you have an aggregate number?

Mr. KEANE. I do not have an aggregate number.

[11 a.m.]

Mr. DELAHUNT. Okay. I would hope that the representatives of
the industry would provide to the panel the aggregate number in
terms of jury verdicts or verdicts that have been rendered in these
kind of cases, cases that would be prohibited under statute. We
want to know what the dimension and magnitude of the problem
is.

Mr. CANNON. Will the gentleman yield?

Mr. DELAHUNT. I yield.

Mr. CANNON. You can either take that as a question, Mr. Keane,
to provide information back, or you are welcome to submit ques-
tions that we will ask of the panel in writing so that they will be
included in the Record.

Mr. DELAHUNT. I thank the Chair. What we are trying to do here
is define what the problem is and the magnitude of the problem.

Now, I heard the figure 100 million. I don’t know where that
came from. Was that you, Mr. Chen?

Mr. CHEN. That is $100 million in annual sales revenue. Less
than 100 million between our two companies at Colt.

Mr. DELAHUNT. That was just sales. But was there something
about the cost of litigation amounting to $100 million.

Mr. KEANE. It is my best estimate that the cost

Mr. DELAHUNT. What do you base that estimate on, Mr. Keane?

Mr. KEANE. I base that on conversations with gentlemen like Mr.
Chen, conversations with insurance representatives and our own
experiences, and reading cost estimates in various insurance publi-
cations.
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Mr. DELAHUNT. Well, could you give us that in writing, then?

Mr. KEANE. I can’t give that to you, because I'm sure Mr. Chen
would agree, those dollar figures for each company is confidential
business information.

Mr. DELAHUNT. Well, then what I would respectfully suggest is
for you to pull the number of $100 million without having any em-
pirical data is a best guess by Mr. Keane, and I think that is what
we should accept in terms of the cost of the problems. Again, I am
trying to define the problem to the industry. And I am hearing
$100 million. And if I did not ask you the questions, Mr. Keane,
we would be sitting here accepting them. And it appears to me that
there is very little basis in reality for that $100 million figure. With
that I yield back.

Mr. CANNON. The time of the gentleman has expired.

Mr. FEENEY. Mr. Chairman?

Mr. CANNON. Mr. Feeney is recognized for 5 minutes.

Mr. FEENEY. If I may, as we have not been called yet, I will take
the Chairman up on his offer and I appreciate the panelists being
here.

Mr. Olson, there was a suggestion that American jurisprudence
is being implicated by this bill. Is it the history of the first, say,
200 years of the United States that manufacturers and sellers of
arms are basically held to some standard of strict liability or ac-
countability for anything that some subsequent purchaser does
with those arms?

Mr. OLsoON. The answer is no. That was the not the rule. The
courts would have never entertained litigation of that sort. And it
is generally true, although the litigation that we are talking about
today rests on many different theories, but those theories tend to
have in common, they are either completely novel or have historical
roots that are more like 10 years old, than 200 years old.

Mr. FEENEY. Given the activist and evolving judicial jurispru-
dence in this area, I would to ask a historical question. The colo-
nies adopted the Constitution only based upon the Bill of Rights,
which include the second amendment. And could it have been that
the Founders and the people who ratified the Constitution based
only on the attachment of the Bill of Rights, could have wanted to
preserve the theoretical right to bear arms while allowing judicial
activism to effectively eliminate the production and the sale of
what the Founders insisted be part of our individual rights?

Mr. OLsON. I think the drafters of the second amendment and its
parallel amendments in State constitutions would be spinning in
their graves with the speed of jet turbines if they knew that the
development of jurisprudence would have brought things to that
sort of pass. There is a dispute, as we know, on whether or not the
individual rights theory of the second amendment is good law. Cer-
tainly, if you believe that there is any individual right whatsoever
conveyed by the second amendment, we have an answer to the
Ranking minority Member’s question of “why guns”? It is because
the Constitution does not mention the right to eat cheeseburgers
and does mention as a very important individual right the right to
bear arms.
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Mr. FEENEY. And with respect to the other nine amendments,
can you give me any examples where those amendments’ general
thrust is toward collective rather than individual rights?

Mr. OLSON. I think you make a very good point there. And while
on the topic of other amendments, there is a parallel with the first
amendment and the freedom of speech. In order to protect speakers
from chilling effects, the Supreme Court has given us New York
Times vs. Sullivan, which curtails State tort litigation in order to
make sure that one State cannot haul in a national newspaper
under overly light grounds and bankrupt that newspaper by a jury
verdict. Tort jurisprudence is not allowed completely free reign
when it comes up against constitutional values, like speech or po-
tentially the Second Amendment.

Mr. FEENEY. Finally, Mr. Olson, you have not advocated that
manufacturers or sellers of weapons who are negligent in their own
right be defended by congressional legislation, have you?

Mr. OLsoN. This law, in some respects, actually does not go as
far as, I think, Congress would be justified in going. As I under-
stand it, this law does not try to wipe out all the different grounds
for suing manufacturers and dealers, but to target the ones that
are considered the most abusive, and I think it is quite justified in
doing that.

Mr. FEENEY. Thank you, I yield back the balance of my time.

Mr. CANNON. I am impressed. If I have been keeping track cor-
rectly, three times we have had the time yielded back before we
had the light turn red. Thank you, Mr. Feeney. Would you like to
yield some time, Mr. Feeney, or would you like 5 minutes, Mr.
Carter? I think we will go to the other side first then. Thank you.

Mr. Watt, did you seek recognition? What is your name again?
Mr. Scott? What a day. Two handsomest guys in Congress. Mr.
Scott, did you seek recognition?

Mr. Scorr. I will take Mr. Watt’s time.

Mr. CANNON. The gentleman is recognized for 5 minutes.

Mr. ScOoTT. Thank you. In the finding, Mr. Keane, on the finding
number one, citizens have a right protected by the second amend-
ment to the United States Constitution to keep and bear arms, I
notice it says “citizens” and not “a citizen.” there is no individual
right in the Constitution to bear arms, is there?

Mr. KEANE. I would wholeheartedly disagree with you.

Mr. ScorT. Could you name a Supreme Court case that has
found an individual right to bear arms in the Constitution?

Mr. KEANE. There is no Supreme Court decision on that point.
There is a——

Mr. Scort. Thank you. Are there Supreme Court cases that rules
to contrary?

Mr. KEANE. Not to my knowledge. But there is writing by the Su-
preme Court in dicta recognizing an individual right, yes.

Mr. ScoTT. On final judgment?

Mr. KEANE. I said in dicta. There is writings by the Supreme
Court recognizing individual right, and I would be happy to provide
that.

Mr. ScoTT. Let me get it straight. Can you name a case where
the court ruled an individual right to bear arms? Can you name a
case?
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Mr. KEANE. As I have indicated, I don’t believe the Supreme
Court has ever definitively ruled on that issue; however, there is
dicta in Supreme Court decisions recognizing an individual right.
I would be happy to provide the cases that the court discusses it
in dicta.

Mr. ScoTT. But you cannot name

Mr. KEANE. As I sit here now, no. I cannot.

Mr. ScoTT. The president of the NRA was asked the same ques-
tion, and he could not come up with a case either last time we had
a hearing on gun control.

Can somebody give me a kind of case that can win today that
will not be able to win under this bill? You have exempted inten-
tion and criminal acts in transferring. You have exempted breach
of contract. You have exempted defect in design when used as in-
tended. What kind of case can be brought today that cannot be
brought under this bill?

Mr. LEMONGELLO. That would be mine, sir.

Mr. ScOTT. And how can you win today and can’t win under the
bill? What part of the bill kills your case?

Mr. LEMONGELLO. I would like to address that to my lawyer to
answer that question.

Mr. CANNON. The Chair is willing to have the gentleman step
forward and answer the question if he would like. If you would an-
nounce your name for the record.

Mr. HENIGAN. Thank you, Mr. Chairman. My name is Dennis
Henigan, and I am an attorney with the Brady Center to Prevent
Gun Violence, and very honored to represent Detective Lemongello
and Detective McGuire in their lawsuit against this gun seller and
gun manufacturer.

Their lawsuit is an excellent illustration of the kind of case that
is highly meritorious, and yet would be barred by this bill, because
it involves clearly negligent conduct by a gun seller. But there have
been, as Detective Lemongello said, no criminal charges brought
against that gun seller, no finding that that gun seller violated any
statute, and yet it was clearly irresponsible conduct.

Most negligence cases that are brought in courts do not involve
illegal conduct. They involve irresponsible conduct. And yet this
statute would not only require that the contact be illegal, but that
it would be willfully illegal, which is extremely difficult to prove.
So it is an excellent example of the kind of case brought by an indi-
vidual who was victimized by gun industry irresponsibility that
would be barred—unfairly in our judgment—by this legislation.

And I might add, a judge in West Virginia has already held that
under the generally applicable principles of West Virginia law, this
is a valid case and should go forward toward trial. This bill, if it
passed into law, would override that judge’s decision in the service
of preferential treatment for a single industry.

Mr. ScoTT. Do you do products liability cases?

Mr. HENIGAN. Yes, I do, Congressman.

Mr. ScotT. Defect in design is exempted when used as intended.
Dode?s “when used as intended” change the product liability stand-
ard?

Mr. HENIGAN. Quite radically, Congressman Scott. Actually there
are many cases involving many kinds of dangerous products in
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which manufacturers of those products are held strictly liable in
product liability because they failed to install a feasible safety fea-
ture that would reduce the risk of injury from unintended use of
a product. For example, automobiles. Most automobile accidents
are caused by some kind of unintended use of the car. Not intended
at all by the manufacturer. Sometimes it is illegal use of the car.
Speeding for example. And yet our jurisprudence would hold those
manufacturers of automobiles to a responsibility to make cars
crashworthy. We do not let them off the hook because the use is
unintended.

Mr. ScorT. Thank you, Mr. Chairman.

Mr. CANNON. You are welcome to stay at the table if you wish.
And now the Chair recognizes the gentleman from Texas for 5 min-
utes, Mr. Carter.

Mr. CARTER. Mr. Chen, a question was asked earlier, and I don’t
understand the answer. Maybe you can help me. As I understand
this bill, this is designed—it is defined by the term “unlawful activ-
ity.” and it is to prevent someone from suing for the unlawful use
of a firearm. The exemption that has been talked about is used as
intended, the intentional use of a firearm, and that term could be
a term that could be submitted to a jury to find out if really you
intend to use a gun by dropping it is an intended use of a gun. So
that would not necessarily exempt you from manufacturer’s liabil-
ity. Would it? Is that the way you read this?

Mr. CHEN. That is not the way that I read it. The fact of the mat-
ter is that we as a manufacturer would be liable, under traditional
product liability theory, meaning that if the gun were defectively
designed or manufactured, or there was a failure to warn, we
would still be on the hook. This bill would not make that case im-
mune from the plaintiffs pursuing their rights against the seller.

Mr. CARTER. A jury could common sensically say just setting a
gun on a shelf is using it as intended. Accidentally dropping the
gun on the floor is using it as intended?

Mr. CHEN. That is correct. That is correct. But what Mr.
Lemongello is arguing is that here is a situation where the manu-
facturer should be liable for the misuse of that firearm. There are
many links of the chain between the manufacturer and the person
who pulled the trigger, the one who was responsible for causing the
injury to Mr. Lemongello. What we are saying is that if there is
no causation, the manufacturer, for that matter, the entire indus-
try, should not be responsible.

In the NAACP case here that we are talking about, or had talked
about earlier, the plaintiff's attorney is trying to find the entire in-
dustry liable, even though the incident did not even involve their
brand of firearm. This is almost like a speeding car—somebody
drives a speeding car recklessly and crashes into somebody and
kills them, and that speeding car were a Chrysler, it is like the
plaintiff's lawyer saying well, GM and Ford and everybody else
should be a codefendant as well. This is what we are trying to stop,
these type of abusive practices.

Mr. CARTER. It strictly goes to the intended use. I tried a case
where a man sharpened a toothbrush in a jail cell and threatened
a jailer with it and got 20 years in prison for threatening a jailer
with that sharpened toothbrush. And a jury found that toothbrush
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was a deadly weapon. That jury finding is established law and has
been appealed and held up.

So would we have to worry about looking at the liability of the
toothbrush industry? Sometime you have to look at the intended
use of the product. That is what you are arguing?

Mr. CHEN. Yes, sir.

Mr. WATT. Will the gentleman yield before he yields back?

Mr. CARTER. Yes.

Mr. WATT. I just wanted to direct the gentleman’s attention to
the language at the top of page 8 of this bill that deals not only
with manufacturers, but deals with sellers. And that is where Mr.
Lemongello—Detective Lemongello is directing here. He is not
bringing any action against the whole industry. He is talking about
this seller. And this bill is so broad that it would eliminate that
kind of action against the seller, whether or not the manufacturer
was add as a defendant or not. So you just need to look at the lan-
guage.

Mr. CARTER. Will you yield back?

Mr. WATT. Yes.

Mr. CARTER. It was my understanding from the testimony that
we heard, no one has sought any remedies or sought to find that
this seller had illegally sold these weapons or sold in violation of
the rules. According to what the testimony was from Mr.
Lemongello, nobody has pursued that route. If it has not been pur-
sued, then the lawsuit was going to be valid under this law.

Mr. WaArT. Will the gentleman yield? It hadn’t been pursued
criminally, but the question is whether Mr. Lemongello is going to
be able to pursue it civilly without some criminal pursuit of this.

Mr. CARTER. I understand that, but there is a route to get to the
civil lawsuit. If it was an illegal sale of a weapon, then the ille-
gality sets aside the terms of this Act that we are passing here and
allows him to go to court based upon the illegal activity.

Mr. FEENEY. Will the gentleman from Texas yield?

Mr. CARTER. I yield.

Mr. FEENEY. On the same page 8

Mr. CANNON. The gentleman’s time has expired. Mr. Delahunt is
asking for unanimous consent that we extend the time by 2 min-
utes. Objection not being heard, the gentleman is recognized for 2
minutes. And Mr. Carter it is your time.

Mr. CARTER. I yield.

Mr. FEENEY. I thank my colleagues, and all of my colleagues. Ac-
tually the subprovision, the second exclusion from the effects of
this bill deals with any action brought against a seller for negligent
entrustment or negligence per se. The sellers are still going to be
held accountable for negligence per se at a minimum if this bill is
passed. And I think Mr. Lemongello will get his day in court. He
may or may not have a more difficult burden because the strict li-
ability theories are presumably tossed out if this bill takes effect.

Mr. CANNON. Will the gentleman from Texas yield?

Mr. CARTER. I yield.

Mr. CANNON. I, perhaps Mr. Lemongello or Mr. Henigan, your
counsel, you could clarify for us. Are you suing the industry? How
many manufacturers in the industry? And are you claiming neg-
ligent entrustment or the violation of any State or Federal laws?
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Mr. HENIGAN. I would be happy to clarify that, Mr. Chairman.
This lawsuit is against a single gun seller, a gun dealer, and a sin-
gle gun manufacturer who failed to establish minimum require-
ments for its dealers that are even consonant with what Mr.
Keane’s organization recommends. So it is one seller and one deal-
er.
Mr. CANNON. Are the facts that you just stated, is that essen-
tially the context for a negligent entrustment claim?

Mr. HENIGAN. Let me explain why the negligent entrustment ex-
ception, as defined by this statute—because that is the important
thing—what this statute defines as negligent entrustment would
not apply to Mr. Lemongello’s lawsuit. It would not apply because
it requires the direct sale of a gun to the person who then misuses
the gun. Whereas, in fact, this was a sale to a straw buyer for a
gun trafficker. Neither of those people fired the gun. Then it went
into the hands of the criminal who did fire the gun.So negligent en-
trustment does not help this case. This is a case of simple neg-
ligence.

Secondly, the doctrine of negligence per se does not even apply
under West Virginia law. There is specific case law in West Vir-
ginia that that doctrine does not each apply under West Virginia
law. So neither of those exceptions would help this case.

Mr. CANNON. Are you alleging any violation of Federal or State
law on the part of the defendants in your lawsuit?

Mr. HENIGAN. No, we are not, your Honor. It is like most neg-
ligence cases, it does not allege a violation of a statute, it alleges
irresponsibility. And that is the special preference that is given the
gun industry, one of them, in this statute. Because this statute
seems to require not only a violation of the law to bring a neg-
ligence case, but a willful violation. That even is beyond what is
required in many criminal cases, Mr. Chairman.

Mr. CANNON. Not to argue, but the question is going back to the
purchase. In other words, you have to have a link back to the seller
or the manufacturer and we do have a long history of law there.
But I see that the gentleman’s time has expired. I yield back my
time. The gentleman’s time having expired, Mr. Conyers, do you
seek recognition?

Mr. CONYERS. I guess I will take 5 minutes.

Mr. CANNON. The Chair recognizes the distinguished Ranking
Member of the full Committee, Mr. Conyers, for 5 minutes.

Mr. ConYERS. Thank you, sir. Mr. Chairman, before I begin my
time, is there any contemplation of a second round of questions?

Mr. CANNON. Many of the Members who are here have other
commitments, including me with the Resources Committee in an
area where I am one of the few people who have expertise, and so
I am not, at this point, contemplating a second round.

Mr. CoNYERS. Well, could you leave someone else to try to carry
on as acting Chair in your stead if you left?

Mr. CANNON. That is possible. May I just poll the panel. How
many people would like another round of questioning?

Mr. CoNYERS. I might. I don’t know where this questioning is
going to go.

Mr. CANNON. Anybody else on the minority? Anybody on the ma-
jority side like a second round? Mr. Ranking Member, I am anxious
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that you have as much time as you need, and at the end of your
5 minutes, if you feel like you need more, we would certainly enter-
tain a unanimous consent request.

Mr. CoNYERS. That is very generous. I thank you for that.

Mr. CANNON. The gentleman is recognized for 5 minutes.

Mr. CONYERS. Thank you, sir. I wanted to begin by welcoming
Chuck Cunningham from the NRA. Good to see you again, Chuck.
I hope you will stop by my office and talk to me a little bit this
time. I am trying to look at this thing as fairly as I can.

I wanted to ask, C-SPAN is here. Who is the other cameraman
here? Who are you, sir? You can answer.

The CAMERAMAN. Impact Imaging.

Mr. CONYERS. And who brought you here?

The CAMERAMAN. I was called on the phone.

Mr. CONYERS. By whom?

The CAMERAMAN. Impact Imaging.

Mr. CONYERS. And who are they working for?

The CAMERAMAN. I have no idea.

Mr. CANNON. Does anyone in the audience know who hired——

Mr. CoNYERS. Wait a minute. Thanks for your help, Mr. Chair-
man.

Mr. CANNON. I just want the gentleman to know that on both
sides we care about these issues.

Mr. CONYERS. I know. I noticed. Chuck, you did not have any-
thing to do with him coming here did you? Chuck Cunningham?

Mr. CUNNINGHAM. Yes, sir?

Mr. CoNYERS. Did NRA—did you have anything to do with them
coming here?

Mr. CUNNINGHAM. Nope.

Mr. CONYERS. Just asking, guys. No harm intended.

I want to welcome Mr. Walter Olson of the Manhattan Institute.
But you are located in D.C.; right?

Mr. OLSON. No, in Manhattan. There may be a Washington office
of it, but I am in Manhattan.

Mr. CONYERS. Your office is in New York?

Mr. OLsoN. New York.

Mr. CONYERS. You do not have to answer this if you do not want
to, but are you a person of libertarian persuasion?

Mr. OLSON. I am often accused of that.

Mr. CONYERS. Yes, but is it true?

Mr. OLsON. I think it is pretty true, yes.

Mr. CONYERS. It is? Okay. Some of my best friends are libertar-
ians.

Mr. OLSON. It is pretty true. Yes.

Mr. CONYERS. Just asking. Just setting a foundation for a few
questions. Okay. Now that we have got all of this cleared up. Mys-
terious cameraman, witness accused of libertarianism, which it
turns out is true, nobody knows where the camera came from.

Okay, now I turn to my good friend, Mr. Chen, who I have pre-
viously had delivered to him the Consumer Federation of America
one-pager. And I hope you have had a chance to look at it. There
are only three questions there. Could you go through these with
me, Mr. Chen, to point out where you agree and where you may
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take issue with the Consumer Federation of America on this sub-
ject matter?

Mr. CHEN. Most certainly.

Mr. CONYERS. All right. Go ahead.

Mr. CHEN. Well, the first point is proposed legislation would
block suits filed by individual consumers seeking to hold the gun
industry accountable for irresponsible manufacturing or selling of
guns.

That certainly would not be true. You know, we manufacturers
would still be responsible for, as I said before, negligent design or
manufacture of guns or failure to warn or other product liability
cases or violation of warranty law or under contract. So that is not
true.

Federal immunity would also give manufacturers and sellers spe-
cial protection from the law. I don’t know of what special protection
they are talking about. They do mention about Mr. Lemongello’s
case. What we are trying to do here is to provide a preemption
from the types of suits that would put an entire industry at task
where there is a failure of causation, there is a lack of causation
in order to prove one of the members of our industry to be liable
in the traditional tort sense.

When I went to NYU Law School, I never learned about these
types of cases where you can bring an entire industry to court and
then try to seek market share liability.

Third is in the absence of Federal health and safety regulation
our civil justice system is the only way to make the gun industry
accountable when its negligent conduct harms consumers.

Our company——

Mr. WATT. I ask unanimous consent for an additional 5 minutes
for Mr. Conyers.

Mr. CANNON. Hearing no objection, so ordered.

Mr. WATT. Will the gentleman yield?

Mr. CONYERS. Yes, sir.

Mr. WATT. Because I wanted to go back to the first point: The
proposed legislation would block suits filed by individual con-
sumers. Under that point, the point is made that law enforcement
officials are prosecuting the alleged Washington, DC area snipers
for their crimes. The families who lost relatives in the attacks have
also filed a civil lawsuit to ensure that those responsible for arming
the snipers are held accountable. I am wondering—and includes
the Bulls Eye Shooters Supply, the gun store that claims it lost the
assault rifle used by the alleged snipers along with many other
guns in recent years.

I am wondering whether Mr. Chen has any reaction to that while
you are at it. I yield back to the gentleman. I just did not want
to gloss over that one point just by looking at the bold print.

Mr. CHEN. Congressman Watt, my response to that is really two
words: proximate cause. That is one of the elements that you have
to prove. If there was a link between the shooter and Bulls Eye
Shooters Supply, that would be proximate cause that would impli-
cate this particular retailer. Then this proposed legislation, as I un-
derstand it, would not exclude those types of suits from being
brought.

Mr. WATT. I yield back to the gentleman.
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Mr. CONYERS. I yield to the gentleman from Massachusetts.

Mr. DELAHUNT. Yes, I thank the Ranking Member for yielding.
I have to disagree, Mr. Chen, with your interpretation, because my
reading of the statute—and I appreciate your using the common
law terms like proximate cause. I think those are principles I
would hope that you would agree, and I am sure you learned them
at NYU, that they are embedded in our jurisprudence, and that we
do not want to abrogate these principles that have really guided
our rule of law, are the basis for our rule of law.

But having said that, I understand, Mr. Chairman, there is a
markup tomorrow on this particular proposal?

Mr. CANNON. The gentleman is correct.

Mr. DELAHUNT. You know, we are really rushing this fast. And
I understand, there is a sense of urgency. But I did pose a ques-
tion, I think, to Mr. Keane in terms of getting my data, in terms
of defining what the problem is. I did not realize Mr. Cunningham
out there was with the NRA, but if they could provide us that in-
formation, so that at least we could have a reasonable intelligent
markup, it would help to define what the magnitude is. Mr. Keane,
you look like you want to say something.

Mr. KEANE. The piece of information you were asking for was
some sort of documentation of the total industry wide cost of de-
fending this litigation. As I indicated, there is no place where that
information is collected and you are accurate, that is my best edu-
cated guess.

Mr. DELAHUNT. If you could give me the aggregate and I am sure
it is available somewhere, maybe Mr. Cunningham has it in terms
of jury verdicts that have been returned.

Mr. KEANE. I don’t know what the aggregate is. I know what the
Hamilton verdict was $4 million.

Mr. DELAHUNT. Let me ask about the Hamilton verdict.

Mr. WATT. Will the gentleman yield?

Mr. CONYERS. Yes, I yield.

Mr. WATT. I appreciate it. There is some suggestion that there
is a proximate cause between the markup of this bill tomorrow and
the pending NRA convention 2 weeks later.

Mr. DELAHUNT. I respect that proximate cause.

Mr. WATT. I wanted the gentleman to be aware of that.

Mr. CANNON. If the gentleman would yield, proximity in time is
not necessarily proximity in cause, without denying any proximity
in cause.

l\gl‘; DELAHUNT. The Hamilton case, was that $4 million actually
paid?

Mr. KEANE. It was never paid because the case was reversed by
a unanimous court of appeals ruling in New York.

Mr. DELAHUNT. Mr. Keane, please, that is disingenuous to say in
front of this Committee there was a $4 million verdict, when, in
fact, the case was overturned. With that, I yield back to Mr. Con-
yers the remaining time.

Mr. CoNYERS. Well, Mr. Chen, you were saying? You were say-
ing—you were going through these three items and you were on
the third item.

Mr. CanNNON. If you would like to go through the third item.
There are three our four items, Mr. Conyers?
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Mr. CONYERS. Three.

Mr. CANNON. If you would like to go through the remaining
items, that would be fine and then time will expire.

Mr. CHEN. Thank you. Just to repeat it: In the absence of Fed-
eral health and safety regulation, our civil justice system is the
only way to make the gun industry accountable when its negligent
conduct harms consumers.

We have at Colt a very excellent record of safety regarding our
products. We have our ISO 9000 first class gun line that has been
recognized, in fact, by the U.S. military as part of the quality cer-
tification program. We have rigorous procedures that we follow in
order to make the highest quality, most reliable, reasonably safe
product that we possibly can do. Indeed we have been making
these firearms for, well, almost 2 centuries.

And so we are constantly improving our processes. And to the ex-
tent that any of our firearms are defective, well, we will have to
answer to that in the marketplace and also in the courtroom. And
this bill will not make us immune from addressing defective prod-
ucts of Colt.

Mr. CONYERS. So, you do not agree with any of the three points
that the Consumer Federation of America have made about this
legislation?

Mr. CHEN. That is correct.

Mr. CANNON. The gentleman’s time has expired.

Mr. CONYERS. Just a moment, Mr. Chairman. Can I seek an ad-
ditional 1 minute?

Mr. CANNON. Certainly, without objection, so ordered.

Mr. CoNYERS. All right. I thank you for your generosity. Could
you read for me at page 9, parenthesis 5 in the bill.

Mr. CHEN. I’'m sorry; I do not have the bill.

Mr. CONYERS. We can get a copy for you.

Mr. CANNON. Do we have a copy moving down to the witness?
Does this gentleman have a copy of the bill, Mr. Conyers?

Mr. CoNYERS. I don’t know if he does or not. He is looking. He
is looking very carefully.

Mr. CANNON. While the bill is going down, let me point out that
I have not yet taken my 5 minutes and would like to do it, so if
we could move this expeditiously, but whatever time you need to
answer this, Mr. Conyers.

Mr. CONYERS. All right.

Mr. CANNON. Would you repeat for the witness?

Mr. CONYERS. Page 9, top of the page, parenthesis 5.

erd CHEN. And in the context of this subparagraph, this
would——

Mr. CONYERS. You can just read that. You do not have to explain
anything.

Mr. CHEN. An action for physical injuries or property damage re-
sulting directly from a defect in design or manufacture of the prod-
uct when used as intended.

Mr. ConNYERS. All right. Now, “when used as intended” is the
phrase that is pretty interesting, isn’t it? Does this block product
liability type cases? Or could it be interpreted to do so?

Mr. CHEN. You mean focusing on “when used as intended”?
Those four words?
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Mr. CoNYERS. No, let’s take the whole thing, 5. Paren 5, what
you just read. Come on, you have gone to New York University, a
top ranked law school. This is elementary.

Mr. CHEN. If I put a gun in my mouth and I pull the trigger and
it was loaded and it killed me, that is not using a gun as intended,
sir.

Mr. CANNON. The gentleman’s time has expired.

Mr. CONYERS. Just a moment, he did not

Mr. CANNON. We have explored the issue, Mr. Conyers, to some
length.

Mr. CONYERS. You explored it, Mr. Chairman. Could I get an ad-
ditional minute, sir? I hate to inconvenience the Chair. This will
be my last 1 minute.

Mr. CANNON. I can’t imagine the gentleman actually inconven-
iencing me. I do have a problem. I have some questions I would
like to ask, and I have a Resources Committee markup on a bill
dealing with technical issues dealing with coal leasing, which I am
the only Member that really has much experience. So I would like
to get over there.

Mr. CoNYERS. The last 1 minute. If you feel I do not deserve it,
you can deny me, Mr. Chairman.

Mr. CANNON. I am trying to work through the actual timing. I
could turn the Chair over to someone else if it is going to be more
than 1 minute. If it is truly 1 minute. Hearing no objection, the
gentleman is recognized for another minute.

Mr. CoNYERS. I thank you again for your generosity. Does—could
5 be interpreted as blocking product liability type cases? Mr. Chen?

Mr. CHEN. No, not in my mind. When you say “when used as in-
tended,” you have to refer to the safety and instruction manual,
okay? And there are a lot of basic safety rules that one must follow.
There is a responsibility when you have a firearm and it is very
important that you follow the instructions, and you be certified and
you be trained and you be a responsible user of that firearm. And
then when you are finished with using that firearm, you safeguard
so that it cannot get into the hands of others.

Mr. CONYERS. What the heck do you think 5 means then, if it
does not block product liability?

Mr. CHEN. No, I think it does block—I do not think it blocks
product liability in the traditional sense.

Mr. CONYERS. Are you sure of that?

Mr. CHEN. Yes, I am, sir.

Mr. CANNON. The gentleman’s time has expired. The Chair recog-
nizes himself for 5 minutes.

Mr. FEENEY. Mr. Chairman? If I might?

Mr. CANNON. The Chair recognizes himself for 5 minutes and
yields time to the gentleman from Florida.

Mr. FEENEY. I am very grateful to the Chair. Mr. Lemongello’s
counsel, is your name—can you state your name again?

Mr. HENIGAN. Yes, Dennis Henigan.

Mr. FEENEY. Mr. Henigan, did you give an interview with Peter
Boyer to the New Yorker Magazine on May 17, 1999? Roughly?

Mr. HENIGAN. I believe that is when the magazine was pub-
lished, Congressman, but yes, I was interviewed by Mr. Boyer.
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Mr. FEENEY. Is it your position that George Washington and the
Founding Fathers had some sort of pathological mental disease?

Mr. HENIGAN. No it is not, nor did I ever say anything like that
to Mr. Boyer, nor does he claim that I said anything like that.

Mr. FEENEY. You were quoted as saying, and I am quoting you
from that article, I believe: It is important to steer the argument
about guns away from the problematic area of criminal use with its
inconvenient focus on criminals—and you continued that, in
quotes—guns should be thought of as pathogens and gun owner-
ship, perhaps, as a disease.

Is that a misquote?

Mr. HENIGAN. Congressman, I think if you will look at that more
carefully, there are not quote marks around that. What the author
of the article was doing is he was giving his interpretation of what
he thought was the public health approach to gun violence. I don’t
think that is a fair characterization of the public health approach
to gun violence at all, but I did not say that. He does not actually
quote me as saying that. He is characterizing a particular point of
view with which I do not endorse.

Mr. CANNON. Reclaiming my time, does the gentleman have fur-
ther questions?

Mr. FEENEY. No. Do you believe that gun manufacturers should
be held strictly liable for the use of their products?

Mr. HENIGAN. Not simply for use of their product. They should
be held strictly liable if their products are defective in design or
manufacture. They should be held liable in negligence if they act
irresponsibly.

And in that connection, Mr. Chairman, there was a point made
earlier, there was some questioning about the case brought by the
D.C. area sniper victims. I am also counsel in that case and there
was an assertion made that there was no—there could be no show-
ing of, quote, proximate cause in that case. There could be no show-
ing of a link between Bulls Eye Shooter supply and the sniper
shooting. But in point in fact, Mr. Chairman, the link is quite
strong because that very rifle that was confiscated from the sniper
suspects was in the inventory of Bulls Eye Shooter Supply barely
2 months before it started to be used in the sniper shootings.

One of the snipers was in that gun shop at one point. We know
that. And, in fact, that gun dealer cannot account for the dis-
appearance of that gun, did not report it missing or stolen until
after it was confiscated from the snipers.

So it is a strong case of negligence. There has been no criminal
action brought against that dealer and it is a strong causal link be-
tween that dealer’s conduct and the shooting that victimized those
sniper victims.

Mr. CANNON. Thank you, Mr. Henigan. I might point out this is
not a jury for the purposes of trying that case. We appreciate your
clarification on the article and the quote, and that information.

Now, I just have a couple of things I would like to do. One, I
would like to read a quote from the City of Boston which has al-
ready dismissed its lawsuit against the firearms industry stating
that during the litigation, the city has learned that members of the
firearm industry have a long-standing commitment to reducing
firearm accidents and reducing criminal misuse of firearms and
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stating the city and the industry have now concluded that their
common goals can best be achieved through mutual cooperation
and communication, rather than litigation, which has been expen-
sive to both industry and taxpayers, time consuming, and dis-
tracting at a time of national crisis.

Mr. Chen, you talked a little bit very early in your first presen-
tation about what the effect of these lawsuits is. It seems to me
that among other things, these lawsuits and the costs of lawsuits
and the cost of defending the lawsuits is going to have a chilling
effect on the industry’s ability to invest in new technologies to
make firearms safer. Is that not true?

Mr. CHEN. Well, that is very true. In fact, it is ironic that Colt
was one of the companies that is looking at smart gun technology,
and we had spent millions of dollars in trying to develop a product
that might be usable by law enforcement. But we were stymied by
all of this gun litigation and as a result, all of our money is being
diverted to defend ourselves in these lawsuits. And we have had to
slow down in our smart gun technology.

Mr. CANNON. Thank you. Let me point out, I think that the
whole panel here agrees that we need to do things to make guns
safer. And we recognize that is a complicated process and it is
going to take some significant technological improvements before
we get to a point where an officer loses his gun and is injured with
it, before that safety element can take place.

We appreciate the industry’s work on that and hope you will con-
tinue and hope you have the resources to do that.

Mr. Olson, you talked about the antigun forces who decided that
the democratic process doesn’t work, and so they are taking these
issues to the judiciary. What some have recently called the impe-
rial judiciary. We are trying to change the law on product liability.
Are there other things that Congress can do to help reign in the
imperial judiciary or those two, or two judges around the country
who can transform the law by taking the interpretation thereof into
their own hands?

Mr. OLsON. I think the controversy we have been talking about
this morning is deeply symbolic, including to a lot of people do not
feel a direct stake in the gun debate, who do not believe in an indi-
vidual right or the second amendment. I notice that the National
Association of Manufacturers, as part of its commitment to a com-
mon sense legal system has endorsed preemption, at least at the
State level. This case is the most flagrant as far as an end run
around Congress’ own rulings. This is the case that has produced
the wildest statements by lawyers involved on the plaintiff’s side
such as John Cole: What has happened is the legislatures have
failed. Congress is not doing its job. Lawyers are taking up the
slack. So says Cole.

Wendell Gautier, who organized the municipal suits, Gautier’s
notion is that the plaintiff’s bar is a de facto fourth branch of Gov-
ernment. That is the American Lawyer describing it.

There is a flagrantness about what they are trying to do in this
case, which has implications for all the other ways in which people
might try to avoid the authority of this body, Congress.

Mr. CANNON. It is flagrant and the amazing thing is how obvious
these people are in how they are taking their case.
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Mr. Keane, is there anything you would like to add before we
close this hearing?

Mr. KEANE. To Mr. Delahunt’s point as to the size of verdicts, the
problem here is twofold. One, a single multi-hundred million dollar
verdict against the industry will destroy it and bankrupt it, and
that is exactly what Mr. Henigan is pursuing in these cases. Mr.
Henigan, by the way, represented the City of Boston, whose state-
ment you just read.

Secondly, as Mr. Olson pointed out, is that these cases that seek
injunctive relief, like the current NAACP trial before Judge
Weinstein, seek to circumvent the legislative branch by having one
judge issue injunctive orders that would apply throughout the
United States. And in fact, this legislation protects the right of in-
dividual States to decide how—what the law should be with respect
to how firearms are sold in their States, not one unelected judge
sitting in a courtroom in Brooklyn.

Mr. HENIGAN. Mr. Chairman?

Mr. CANNON. Actually, I was going to say something very nice
about you, Mr. Henigan.

Mr. HENIGAN. Do not let me interrupt you.

Mr. CANNON. We appreciate the rational process involved here
and your work with the city of Boston. I want to thank the panel
for its patience in this regard, and for the Members of the Com-
mittee who have spent a great deal of time here today on this
issue. Let me just remind the panel Members, the Members of the
Committee, if they have any questions, we are happy to get those
to the panel. We will leave the record open for 5 days.

Mr. WATT. Could I ask the Chairman a question?

Mr. CANNON. Certainly.

Mr. WATT. Just about the bill. I am looking at the top of page
8, and this seems to block suits for damages. I am wondering
whether the bill even deals with the injunctive situation that Mr.
Keane keeps referring to with the NAACP. As I understand, the
NAACP is not even seeking damages; they are seeking an injunc-
tion. And I am wondering whether you intend the bill to relate to
that, because it does not seem to. And maybe you want to look at
that between now and tomorrow. Maybe you will broaden the bill.
I don’t know.

Mr. CANNON. I suspect not, and I think the gentleman has prob-
a{oly‘? made a correction on the record that is worthwhile. Anything
else?

Mr. WATT. That is all.

Mr. CANNON. Pardon me. I actually have to go. And so we will
draw the hearing to a close. And I wanted to thank everyone for
their help and would ask the panel members to respond to any
questions fairly quickly so that we can get them in the record. And
this hearing is adjourned.

Mr. CONYERS. Mr. Chairman before you adjourn, is there some
reason that we can put on the record for why the hearing is today
and the markup is tomorrow?

Mr. CANNON. The hearing is actually adjourned, but I think we
can keep the record open for a moment just to say that I am not
sure why we are moving it so quickly. We are happy to have the
hearing and do our Committee work. And the full Committee will
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take it up tomorrow, and that is probably a question for the full
Committee. If nothing further, the hearing is actually adjourned at
this point.]

[Whereupon, at 11:50 a.m., the Subcommittee was adjourned.]
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AND CORPORATE SECRETARY
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May 7, 2003

U.S. House of Representatives

Commiitee on the Judiciary

Subcommiitec on Commercial and Administrative Law
B-353 Raybun House Office Building

Washington, DC 20515

Attention: Ms. Christine Baldwin
Re:  HR. 1036, The "Protection of Lawful Commerce in Arms Act"

Wednesday, April 2, 2003, House of Representatives,

Subcommittee on Commercial and Administrative Law

Committee on the Judiciary, Washington, D.C.

Dear Ms. Baldwin:

This letter and enclosures are being submitted to you at the request of The
Honorable Chris Cannon, Chairman of the Subcommittee on Commercial and
Administrative Law, by way of his April 25, 2003 letter addressed to me. For your
reference, | am enclosing a copy of Chairman Cannon's letter.

Tnn response, T am returning a copy of an official transcript of the April 2, 2003
hearing referenced above, together with an errata sheet concerning my testimony. Also
enclosed are my answers to the Minority members' questions, for inclusion in the record.

If you have any questions, please let me know.

Sincerely,

enclosures
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April 25, 2003

Carlton S. Chen, Esq.

Vice President, General Counsel & Secretary
Colt's Manufacturing Company, Inc.

P.O. Box 1868

Hartford, CT 06144-1868

Dear Mr, Chen:

As a follow-up to our recent hearing on H.R. 1036, the “Protection of Lawful Commerce
in Arms Act,” we have enclosed for your review a copy of the official transcript of this hearing.

The transeript is substantially a verbatim account of remarks actually made during the
hearing. Accordingly, please only make corrections addressing technical, grammatical, or
typographical errors. No substantive changes are permitted. Additionally, attached are questions
posed by Minority members. We would appreciate your response submitted with the corrected
version of the transcript.

Please return your answers and any corrections on the transcripts to the Subcommitice on
Commercial and Administrative Law, B-353 Rayburn House Office Building, Washington, D.C.
20515 to the attention of Christine Baldwin by May 9, 2003. If you have any questions, you may
contact Paul Taylor of my staft at (202) 226-7680 for assistance.

Sincerely,

CHRIS CANNON
Chairman, Subcommittee on
Commercial and Administrative Law

Enclosure
CC: cmb
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ANSWERS OF CARLTON S. CHEN
GENERAL COUNSEL, COLT MANUFACTURING COMPANY
TO QUESTIONS POSED BY MINORITY MEMBERS OF THE
HOUSE SUBCOMMITTEE ON COMMERCIAL AND ADMINISTRATIVE LAW

1. You testified that the Colt Manufacturing Co. ("Colt") has been defending itself
against a multitude of lawsuits for the criminal and wrongful misuse of firearms
in the United States since 1998. Please identify each lawsuit by official caption
or citation, including any appeals, and disposition. For those suits that were
successful, please include both the amount awarded and any amounts actually
paid. Finally, please indicate for each lawsuit whether the facts were based upon
criminal misuse of a weapon or upon accidental discharge.

ANSWER TO QUESTION #1:

See Attachment 1, annexed hereto.

2. Please describe the circumstances leading to Colt's petition for bankruptcy prior
to the commencement of the lawsuits referenced in your testimony. Include in
your response the date of the petition, the nature of the reorganization plan, and
any documentary support concerning Colt's bankrupicy. In addition, please
indicate whether, and under what circumstances if so. Colt has filed for
bhankruptcy previously.

ANSWER TO QUESTION #2:

On March 18, 1992, CF Holding Corp. and Colt's Manufacturing Company, Inc. each
filed a voluntary petition for relief under Chapter 11 of the Bankruptcy Code. The case
was filed in U.S. Bankruptcy Court, District of Connecticut, and is referenced as In re:
CF Holding Corp. and Colt's Manufacturing Company, Inc., Debtors, Case Nos. 92 B
21038 and 92 B 21039 (Jointly Administered). On September 16, 1994, Chief
Bankruptcy Judge Robert L. Krechevsky issued an Order Confirming the Fifth Amended
and Restated Joint Plan of Reorganization. Attachment 2, annexed hereto, is a copy of
the Order and the Fifth Amended and Restated Joint Plan of Reorganization. To the best

of my knowledge, Colt had not previously filed for bankruptcy.

The circumstances leading to Colt's bankruptcy began during the Cold War of the 1980's,

with intense competition for U. S. Government military contracts. A number of
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competitors for these contracts were subsidized by foreign governments and, without
incurring long-term costs in research and development as did Colt, they succeeded in
winning contracts by bidding extremely low prices. The result was that Colt, an
American company, lost multi-year U. S. government contracts, resulting in serious cash-

flow and other economic issues.

Tn 1990, the Debtors acquired the assets of the Firearms Division of Coltec Industries,
Inc. and tried to rebuild Colt. Unfortunately, new management could not stop the
continuing operating losses stemming from the loss of the U.S. Government contracts.
Therefore, in 1992, Debtors sought protection under the bankruptcy laws to reorganize

and halt a deteriorating financial situation.

On September 28, 1994, Colt emerged from bankruptcy, only to be beset by the Hamilton
v. Accu-Tek case filed on December 14, 1994. Hamilton was rapidly followed by the

onslaught of municipal firearms lawsuits, commencing with Morial and City of New
Orleans v. Smith & Wesson filed on October 30, 1998. These lawsuits are listed in the

answer to Question #1 and are currently besieging Colt and other firearms manufacturers.

3. Please provide a detailed account of the costs of each lawsuit described in
question #1. How much of this cost is paid directly by the company? How much
is paid by insurance.

ANSWER TO QUESTION #3:

Information regarding attorney's fees and expenses incurred by Colt in defense of the
lawsuits listed in the answer to Question #1 is privileged. However, it is a matter of
public knowledge that attorney's fees and other litigation costs generally are very high,
and a company of Colt's size and revenue is severely pressed to afford those. These costs
have been significantly magnified by the fact that Colt's counsel has been defending

many lawsuits around the nation. Additionally, the indirect, non-monetary costs borne by
Colt, including the amount of time and effort Colt employees must spend assisting with

Colt's defense of the lawsuits, are enormous.
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4. In the last ten years. how many weapons or ammunition products have been
recalled by Colt? Please provide copies of all recalls during that period. How
many people nationwide would you estimate have been injured by products
recalled by Colt during that time period? How many people nationwide would
you estimate have been injured by defective products manufactured by Colt that
were not subject to a recall at the time of the injury?

ANSWER TO QUESTION #4:

Colt has an enviable record of product quality and commitment to excellence. Over the
last ten years, only one Colt product was recalled, and that was in 1994. That recall
involved the Colt All-American Double Action 9mm Pistols. Another product distributed
by Colt but made by its affiliate company, Colt Rifles Inc., also was recalled. That recall

was in 2000, and involved some Colt Light Rifles.

Both recall campaigns involved a well-publicized advertising campaign, a repair or
replacement program, and the cooperation of Colt's distributors, which resulted in a
highly successful effort. Attachment 3 consists of copies of the two recall
announcements. So far as known, during this period, no one was injured by the products

that Colt recalled.

From time to time, I have become aware of people who have been injured due to the
improper use of Colt products, as with the improper use of many other products.
However, | am not aware of any situation during the almost seven years that [ have been

with Colt where a person was injured by a Colt product proven to be defective.

3. Does Colt maintain a statistical database of reported injuries caused or allegedly
caused as a result of a defect in its products? If so, please provide. If not, please
explain why not.

ANSWER TO QUESTION #5:

Colt, like any responsible company, provides customer service, product service, and

product engineering departments to support its products. Appropriate records are
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maintained by these departments. Colt also maintains repair order records for each
firearm that is shipped to our product service department. These records are maintained
to help Colt continuously improve its products. To assure that a customer’s Colt firearm
is always reasonably safe to use, Colt provides a Free Lifetime Service Agreement with

every Colt firearm. For further details concerning this free service, go to www.colt.com.

6. How many lawsuits that would survive passage of HR. 1036 has Colt defended
since 19987 Please identify each lawsuit by official caption or citation, including
any appeals, and disposition. For those suits that were successful. please include
both the amount awarded and any amounts actually paid. Include in your answer
any non-confidential settlements paid without court action. Finally, please
indicate for each lawsuit under which exemption in H.R. 1036 the case falls.

ANSWER TO QUESTION #6:

Due to the high quality and reliability of Colt's products, Colt has, since 1998, defended
only two product liability lawsuits that would survive passage of HR. 1036/S. 659, to the
best of my recollection. Both settled for a nominal amount. The first lawsuit would have
been exempt under exception (ii), and the second one would have been exempt under
exception (v), to the definition of "Qualified Civil Liability Action" in section 4,
paragraph (5), subparagraph (A) of HR. 1036.

7. Is an automobile manufacturer liable if a defect in a car causes the brakes to fuil
when the car reaches speeds in excess of 70 miles per hour? If one is injured by a
car traveling at 72 miles per hour in a 70 miles per hour speed zone because the
bralkes fail, is the automobile manufacturer immune from suit? Does H.R. 1036
provide specialized immunity for the gun industry in analogous situations?

ANSWER TO QUESTION #7:

The questions concerning the liability of the automobile manufacturer require complex
factual and legal analysis, and their resolution depends on several unknown facts and
issues, including, among others, the cause(s) of the defect, the governing rules of law,
whether the driver/owner of the vehicle was aware of the defect or malfunction but failed

to take prompt corrective action, whether a recall had been attempted, principles of
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comparative responsibility, any legislation unique to the jurisdiction in which a lawsuit
might be brought, and the technological "state of the art" at the time the vehicle was

manufactured.

In any event, the situation posed by the automobile questions is not comparable to the
provisions of HR. 1036/S. 659. These bills are much needed and considered legislation.
Contrary to claims of the Brady Center and others, and contrary to the implications of the
automobile examples above, the proposed Congressional legislation does not improperly

insulate firearms manufacturers from potential lawsuits.

Congress is NOT shutting down or preempting the rights of parties injured by the abuse
of firearms to pursue legal redress. Instead, Congress is acting to stop wasteful,
expensive lawsuits brought under widely disproved legal theories that improperly seek to
assign liability not to abusers of firearms, but rather to those who merely make or legally

sell them.

Indeed, HR. 1036/S. 659 specifically preserves the rights of plaintiffs to pursue
traditional legal remedies against wrongdoers, by providing plaintiffs with five broad

exceptions on which to bring a lawsuit seeking redress for firearms abuse. They are:

6] an action brought against a transferor convicted under the Gun Control
Act or its State equivalent;

(i) an action brought against a seller for negligent entrustment or negligence
per se;

(i)  an action in which a manufacturer or seller of a firearm or ammunition
who knowingly and willfully violates a State or Federal statute related to
sales or marketing of the product and the violation is a proximate cause of
the harm for which relief is being sought;

(iv)  an action for breach of contract or warranty in connection with the

purchase of the product; and
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) an action for physical injuries or property damage resulting from a defect

in design or manufacture of the product, when used as intended.

The Brady Center gives the following examples of cases that it contends would be barred

by HR.1036/8.659. The Brady Center is, however, plainly wrong about how the

legislation would impact these cases.

Conrad Johnson, et. al v. Bull's Eye Shooter Supply, et. al, (Tacoma, Washington)

.

In September and October 2002, two snipers with a Bushmaster rifle terrorized
the nation with a string of random shootings. The victims' families brought suit
against the manufacturer (Bushmaster) and retailer (Bull's Eye Shooting Supply)

of the gun.

Under HR. 1036/S. 659, plaintiffs could pursue their claims against the snipers.
They also could pursue claims against Bull's Eye and Bushmaster under exception
(iif), if either party violated the Gun Control Act or its state equivalent, and the

violation is determined to be a proximate cause of the injuries of the victims.

Anderson v. Bryco Arms Corp. (Chicago, Illinois)

.

On the weekend of July 4, 1999, Benjamin Smith randomly targeted African-
Americans, Asian-Americans and Jews, leaving two persons dead and nine
wounded. Smith attempted to purchase guns from a licensed gun dealer, but was
turned down. Smith eventually allegedly purchased guns from a trafficker,
Donald Fiessinger, who was apparently supplied by Old Prairie Trading Post in
Pekin, Illinois. A number of victims sued the dealer, distributor and manufacturer

in public nuisance and negligence.

Plaintiffs would not be denied their day in court due to HR. 1036/S. 659. Indeed,
they would be able to pursue claims against Fiessinger, the trafficker, and Smith,

the shooter. Furthermore, if the dealer, distributor, or manufacturer violated the
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Gun Control Act or its state equivalent, and the violation is determined to be a
proximate cause of the injuries of the victims, plaintiffs could sue them under

exception (iii).

Guzman v. Kahr Arms (Worcester, Massachusetts)

Twenty six year old Danny Guzman was killed with a 9-mm gun stolen from the
Kahr Arms factory. The gun allegedly was one of several stolen by Kahr Arms
employees, who had criminal records, before serial numbers had been stamped on
them and then were resold to criminals in exchange for money and drugs.
Plaintiff argues that had Kahr Arms performed drug tests or background checks
on their prospective employees or secured their facility to prevent thefts, Guzman

would not have been killed.

Plaintiffs would not be denied their day in court due to HR. 1036/S. 659. They
would be able to directly pursue their claims against the criminal perpetrators. If
the manufacturer violated the Gun Control Act or its state equivalent, and the
violation is determined to be a proximate cause of Mr. Guzman's death, plaintiffs

also would be able to sue it under exception (iii).

Dix v. Beretta (Oakland, California)

A fifteen year old boy, Kenzo Dix, was unintentionally shot and killed by a
fourteen year old friend. Plaintiffs claim that, had the gun been equipped with a
loaded chamber indicator, the 14 year old boy would have realized that the gun
had a round in the chamber and not fired it or, in the alternative, had the gun been
equipped with an integral lock, the gun would not have fired. They argue that in
either case the victim Kenzo would not have been killed. Kenzo's parents’ case
against the gun maker is set for retrial, after jury misconduct was found in the

original verdict.
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Plaintiffs would not be denied their day in court due to HR. 1036/S. 659. They

would be able to directly pursue their claims against the owner of the gun, in this
case, the 14-year old shooter's father. If Kenzo's death resulted from a defect in
the design of the pistol and the product was used as intended, plaintiffs would be

able to sue the manufacturer under exception (v).

Respectfully submitted,

Carlton S. Chen

Dated: May 6, 2003

Attachments:

Attachment 1: List of Lawsuits

Attachment 2: Order and Fifth Amended and Restated Joint Plan of Reorganization
Attachment 3A: Colt All-American Double Action 9mm Pistol Recall

Attachment 3B: Colt Light Rifle Recall
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ATTACHMENT 1
List of Lawsuits

. Camden County Board of Chosen Freeholders v. Beretta U.S.A. Corp., et al., 123

F. Supp. 2d 245 (D.N.J. 2000) (plaintiff’s claims dismissed); dismissal affirmed
by U.S. Circuit Court of Appeals at 273 F. 3d 536 (3d Cir. 2001).

. City of Philadelphia, et al. v. Beretta U.S.A. Corp., et al., 126 F. Supp. 2d 882

(E.D. Pa. 2000) ( plaintiff's claims dismissed); dismissal affirmed by U.S. Circuit
Court of Appeals at 277 F.3d 415 (3d Cir. 2002).

. Mayor Joseph P. Ganim, et al. v. Smith & Wesson Corp., et al., Civil Action No.

CV-990361279, Superior Court, Judicial District of Fairfield at Bridgeport
(plaintiffs’ claims dismissed); dismissal affirmed by Connecticut Supreme Court
on October 1, 2001 at 780 A.2d 98 (Conn. 2001).

. The City of Atlanta v. Smith & Wesson Corp., et al., Civil Action No.

99VS0149217J, State Court of Fulton County, State of Georgia; Georgia inter-
mediate appellate court dismissed plaintiff’s claims on February 13, 2002 at 560
S.E.2d 525 (Ga. App. 2002). The City did not appeal.

. Alex Penelas, et al. v. Arms Technology, Inc., et al., Case No. 99-01941, Circuit

Court, Eleventh Judicial Circuit, Miami-Dade County, Florida (plaintiffs’ claims
dismissed); dismissal affirmed at 778 So.2d 1042 (Fla. App.). The Florida Su-
preme Court denied further review on October 24, 2001 at 799 So.2d 218 (Fla.
2001).

. Mayor Marc H. Morial, et al. v. Smith & Wesson Corp., et al., Civil Action No.

98-18578, Civil District Court, Parish of Orleans; on April 3, 2001, the Lou-
isiana Supreme Court at 785 So0.2d 1 (La. 2001) held that the City’s suit was
barred. The U.S. Supreme Court, on October 9, 2001, denied the City’s petition
for a writ of certiorari. U. S. , 122 S. Ct 346 (2001).

. People of the State of New York, et al. v. Sturm, Ruger & Company, Inc., et al.,

Case No. 402586/2000, New York State Supreme Court, County of New York
(plaintiffs’ claims dismissed); plaintiffs appealed to the Supreme Court of the
State of New York, Appellate Division: First Department, Index No. 402586—
2000. Appellate oral argument was May 10, 2002.

. The City of New York, et al. v. Arms Technology, Inc., et al., Case No. CV 00

3641, United States District Court, Eastern District of New York (case stayed).

. The City of Boston, et al. v. Smith & Wesson Corp., et al., Civil Action No. 99—

2590C, Commonwealth of Massachusetts, Suffolk County Superior Court; (plain-
tiffs abandoned their claims after taking many depositions and reviewing hun-
dreds of thousands of pages of documents produced by defendants, as they
“learned that members of the firearm industry have a longstanding commitment
to reducing firearm accidents and to reducing criminal misuse of firearms.”) At-
tachment to “Plaintiffs’, the City of Boston and the Boston Public Health Com-
mission, Unopposed Motion to Dismiss Pursuant to Mass. R. Civ. P. 41(a)” filed
in City of Boston v. Smith & Wesson Corp., No. 99-02590-C (Suffolk County
Sup. Ct. March 27, 2002).

Mayor James H. Sills, Jr., et al. v. Smith & Wesson Corp., et al., CA No. 99C—
09-283FSS, Superior Court, State of Delaware, New Castle County (plaintiffs’
claims dismissed and city chose not to appeal).

City of Gary, Indiana, by its Mayor, Scott L. King, v. Smith & Wesson Corp.,
et al., Cause No. 45D029908CT 0355, Lake Superior Court, Civil Division, East
Chicago, Indiana (plaintiffs’ claims dismissed); plaintiffs appealed to Indiana
Court of Appeals, Appeal No. 45A03-0105-CY-155 (affirmed dismissal of
claims). Plaintiffs are seeking to appeal to Indiana Supreme Court.

City of Chicago, et al. v. Beretta U.S.A. Corp., et al., No. 98CH015596, Circuit
Court of Cook County, Illinois, County Department, Chancery Division (plain-
tiffs’ claims dismissed); appealed by City to intermediate appellate court, City
of Chicago, et al. v. Beretta U.S.A. Corp., et al., No. 00-3541, Appellate Court
of Illinois, First Judicial District (dismissal of plaintiff's claims overturned); ap-
pealed by defendants to Illinois Supreme Court, City of Chicago, et al. v. Beretta
U.S.A. Corp., et al, No. 95253, in the Supreme Court of the State of Illinois (ap-
peal pending).

Dennis W. Archer, Mayor of the City of Detroit, et al. v. Arms Technology, Inc.,
et al., Case No. 99-912658, State of Michigan, Circuit Court, County of Wayne
(partial dismissal of plaintiffs’ claims); defendants appealed to intermediate ap-
pellate court, Edward H. McNamara, et al. and Dennis W. Archer v. Arms Tech-
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nology, Inc., et al., COA Case No. 227669, State of Michigan, Court of Appeals
(appeal pending).

Edward H. McNamara, Wayne County Executive, et al. v. Arms Technology, Inc.,
et al., Case No. 99-912662, State of Michigan, Circuit Court, County of Wayne
(partial dismissal of plaintiffs’ claims); defendants appealed to intermediate ap-
pellate court, Edward H. McNamara, et al. and Dennis W. Archer v. Arms Tech-
nology, Inc., et al., COA Case No. 227669, State of Michigan, Court of Appeals
(appeal pending).

District of Columbia, et al. v. Beretta U.S.A. Corp., et al., Case No. 00CA000428,
Superior Court, District of Columbia, Civil Division (plaintiffs’ claims dismissed
on ]ID)ecember 16, 2002, 2002 WL 31811717; plaintiffs have given notice of ap-
peal).

James Foster-el, et al. v. Beretta U.S.A. Corp., et al., Case No. 0004700-00, Su-
perior Court, District of Columbia, Civil Division (plaintiffs’ claims dismissed on
December 16, 2002, 2002 WL 31811717; plaintiffs have given notice of appeal).
Patrick H. Mahoney, et al. v. Beretta U.S.A. Corp., et al., Case No. 00—005064,
Superior Court, District of Columbia, Civil Division (plaintiffs’ claims dismissed
on December 16, 2002, 2002 WL 31811717; plaintiffs have given notice of ap-
peal).

Bryant Lawson v. Beretta U.S.A. Corp., et al., Case No. 00—0000428, Superior
Court, District of Columbia, Civil Division (plaintiff’s claims dismissed on De-
cember 16, 2002, 2002 WL 31811717, plaintiff has given notice of appeal).

Laura Wallace et al., v. Beretta U.S.A Corp., et al., Case No. 01-001111, Supe-
rior Court, District of Columbia, Civil Division (plaintiffs’ claims dismissed on
December 16, 2002; 2002 WL 31811717; plaintiffs have given notice of appeal).
City of Cincinnati v. Beretta U.S.A. Corp., et al., Case No. A9902369, Court of
Common Pleas, Hamilton County, Ohio, Civil Division (plaintiffs’ claims dis-
missed on October 7, 1999); plaintiff appealed to intermediate appellate court,
City of Cincinnati v. Beretta U.S.A. Corp., et al., Appeal No. C-99-729, First
District Court of Appeals, Hamilton County, Ohio (affirmed dismissal of plain-
tiff’s claims); plaintiffs appealed to Ohio Supreme Court, City of Cincinnati v.
Beretta U.S.A. Corp., et al., Case No. 00-1705, Supreme Court of Ohio (9/22/00)
(reversed dismissal and remanded case to trial court). Plaintiff City Council re-
cently voted to dismiss lawsuit and its lawyers will file a motion to dismiss
soon.

Mayor Michael R. White and The City of Cleveland v. Hi-Point Firearms, et al.,
No. 1:99V1134, U.S. District Court, N.D. Ohio (defendants’ motion to dismiss de-
nied); no appeal taken.

Mayor Sharpe James and The City of Newark, New Jersey v. Arcadia Machine
& Tool, et al., Civil Action No. L-6059-99, Superior Court of New Jersey, Law
Division: Essex County (denied, in part, defendants’ motion to dismiss); defend-
ants appealed to Appellate Division, Case No. A-3098-01T3; (on March 11,
2003, appellate court affirmed trial court ruling).

City of Jersey City v. Smith & Wesson Corp., et al., Case No. L2567-02, Superior
Court of New Jersey, Hudson County (case filed April 17, 2002).

City of Camden v. Beretta U.S.A. Corp., et al., Civil Action No. L-451099, Supe-
rior Court of New Jersey, Law Division: Camden County (case stayed until re-
cently).

City of St. Louis, Missouri v. Henry J. Cernicek, et al., Cause No. 992-01209,
Circuit Court, City of St. Louis, Missouri, 22nd Judicial Circuit (defendants’ mo-
tion to dismiss argued on February 28, 2003).

National Association for the Advancement of Colored People v. A.A. Arms, Inc.,
et al., CA No. CV-99-3999, United States District Court, Eastern District of
New York (currently in trial).

City of Los Angeles, City of Compton, City of Inglewood, and City of West Holly-
wood v. Arcadia Machine & Tool, et al., Case No. BC 210894, Superior Court,
State of California; subsequently docketed as Firearms Cases, Judicial Council
Coordination Proceeding, No. 4095, Superior Court, State of California, County
of San Diego (defendants’ motion for summary judgment granted March 7,
2003).

County of Los Angeles v. Arcadia Machine & Tool, et al., Case No. BC 214794,
Superior Court, State of California, subsequently docketed as Firearms Cases,
Judicial Council Coordination Proceeding, No. 4095, Superior Court, State of
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California, County of San Diego (defendants’ motion for summary judgment
granted March 7, 2003).

City of San Francisco, City of Berkeley, City of Sacramento, City of San Mateo,
and County of Alameda v. Arcadia Machine & Tool, et al., Case No. 303753, Su-
perior Court, State of California, subsequently docketed as Firearms Cases, Ju-
dicial Council Coordination Proceeding, No. 4095, Superior Court, State of Cali-
fornia, County of San Diego (defendants’ motion for summary judgment granted
March 7, 2003).

William L. Campbell v. Village of Dobbs Ferry, et al., Civil Action No. 97 CV
7351, United States District Court (S.D.N.Y.)(Colt’s motion to dismiss granted).

Stephen Young v. Bryco Arms, et al.; No. 9816684, Circuit Court, Cook County,
Illinois (Colt dismissed on December 21, 2001, but some manufacturers not dis-
missed); consolidated for appeal with Anthony Ceriale v. Smith & Wesson Corp.,
et al.; and Obriela Smith v. Navegar, et al., and appealed to 1st Appellate Divi-
sion. Presently consolidated on appeal to Illinois Supreme Court as Nos. 93678,
93685 and 93728.

Anthony Ceriale v. Smith & Wesson Corp., et al., No. 9915628, Circuit Court,
Cook County, Illinois (Colt dismissed on December 21, 2001, but some manufac-
turers not dismissed); consolidated for appeal with Stephen Young v. Bryco
Arms, et al. and Obriela Smith v. Navegar, et al., and appealed to 1st Appellate
Division. Presently consolidated on appeal to Illinois Supreme Court as Nos.
93678, 93685 and 93728.

Obriela Smith v. Navegar, et al., No. 98113465, Circuit Court, Cook County, Illi-
nois (Colt dismissed on December 21, 2001, but some manufacturers not dis-
missed); consolidated for appeal with Stephen Young v. Bryco Arms, et al. and
Anthony Ceriale v. Smith & Wesson, et al., and appealed to 1st Appellate Divi-
sion. Presently consolidated on appeal to Illinois Supreme Court as Nos. 93678,
93685 and 93728.

Thomas Johnson, Sr. v. Beemiller Inc., et al, Civil Action No. CV 03 0066,
United States District Court (E.D.N.Y.)(lawsuit recently filed).

Iris Prosper v. Accu-Tek, et al., Civil Action No. CV 97 2730, United States Dis-
trict Court (E.D.N.Y)(Colt’s dismissed).

Gladys Gerena, et al. v. Accu-Tek et al., Civil Action No. CV 97 3935, United
States District Court (E.D.N.Y)(Colt’s dismissed).

Janice Sweeting v. A.A.Arms, et al., Civil Action No. CV 99 1461, United States
District Court (E.D.N.Y)(Colt’s dismissed).

Monalisa Harris v. Accu-Tek, et al., Civil Action No. CV 98 5026, United States
District Court (E.D.N.Y)(Colt’s dismissed).
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ATTACHMENT 2 -
Order and Fifth Amended and Restated Joint Plan of Reorganization
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deserized above, is Mimited to the dmounis. that it 'is Having se
CRUGIng to ke paid pursuant to fthe Flan.

fia Upon the entiby of Shis O¥dse, and‘gxcﬁpt;as

cthgruize exprad

Iy providsd dn/the Plan, {a) @il PRCsTTE . vhe

have held, hold or ey hold ©lalnd os defined rsuant ro
I i

L1 ULB20L 8 EDI5) 07 the Code 207 inst the Dentors

eniained on and affer the Effective Date {AY ‘Trow comssne

sontinging in any manner @y sstibh’ 6F olher procﬁeﬂing oL any
kind with kespect to any Such Claiw dgalinst the Debtors,. its
sliarehoiders, the Reorganizad Cale, Rew Cole Haldimy Ccfp. ard

Héw Colt pogqulsiticn Tarporation, oy &ny other Barson o the :

property of the Dabito

« Yhe Reargohized Colk, Haw Cal¥-golding

Corp. and Hew Colt Ackuisitién Corporelion, or of ANY Ghher i

Parsod, (B fron b

enforoegent, sttachment, collsetics op |
EeGOVEEY By any wanner or fedns of any . judginent, award,  decroin

S order againgt. the Debtors, Redry

fzed COLE] Wew Coiy

i
Holding Corp. and Mew Colt Acquisition Torporation, ar asuy §
viher Person or the property of the beftors, Reorganizsﬂ ool ;

New clt Holding Corp, snd Wel COlt Acguisition Cerporaticn, or

any other Persan with réspect ta duy such ¢laim, {2Y from

i
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Tt PYan or the Bffective DAty
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Creating; Ferfecting o enforoing anY encunbiance OL AN -Eing

AgBindt the Debt

chair sharshioldirs, Reorganized Celt, wey

Colt Holding Corp. ang New Colt Aoguisidisn Serporatisn
thereﬁf4 S any.other Perscs- o agsinst the Proparty bE the -

bDebtors, Tthair shatebqlders, Reorganized Oolk, Rew dcii Holding

Corp. and Hew Cole &cquisitipn Corpdratinn, or any: olhér Persay

with respest to any. swelClalm, o (B0 from asserting any

setoft; Tighb of Subrogatinn Orrécdoupment of ‘a

ing BUainsy

any orligating 408 ehe Bebbors, or-sgainst the PESpRTLY OF Bhe

bebters, Réarganizsa Colf, New Cdli Holding. 0otp. and Haw 1%

ACeqQuUis it oy Corporation, with respect Lo any guch Sls:

i, The s

abion, deliveey esd Provisions -of thy

Multi-Party helewss pre hevaby approyvan

the seourrencs o tha

eotive.Dake. oF the ®lang the rele

provided Tor & ¢ha WIS -Party Relenss wHATl Lake ati

Eha Cleins rélssbed ‘therein: (s gefigad thereing shall ba

barred,  subject to. the terms arnd, provisions thHersyst.
g E

G TELant to g LIAT(dY ‘98 the Bankruphey: Chde SRd

invacoordance With Ard to the extent provided. in Artiole ¥ ep

Coall o Crediters,- ¥l holders GE
Interadss, Reorganized Colt, Nay coit Holding Corp. and its

shareholdars, “aad ‘4l othay Fartiss in dpterest in the

Reorganizatibn cages shall br permanantly enjoinsd from the

COWRENCENEL Or Gontimintlon af, and all refevericed Feleasad
2

Barties shall be permarentiy aischatged from; any s

P
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% * prmceedlng ab: IEwgr in sguity (ineluﬁing withelt limiterien

E ¥ B0y actien oriprocesding sesying indemnifig&tinn oy

H ~contributiunj velating e’ (&) with Tespeot Lo thé Bask Relsased
Partisg and the ChA Réleased Parties (As snal Eovims are defined
in the M&ﬂti-?ar;y Release), ahy snd.all olajms (A5 Bieh Lepm

i - is defined dn The Hubti-paye

¥ Release] arising feod, and anyg

i and 21l transsctions, relationships; negotistings, o dealifigs

reldting in aNY WRY, directly orlindiveetiy; tu amy AT UL

Inans, credit aceonmadations, seérviees, or

foregeing ander gnd inluding the'Cregit gresment and the

AT oagreensits entared

Fostpetition Srmiis Egrisengnt: Eay o

Latei: ay netes,. of dtHbr detuharis executsd in conneet fon

thetevith or as an I UNEL oy supnlement theyeto oy Fa

‘theredy; and any prios agréchents Wnder which the Fani

G ItE predecessors.or s

SSOXL] dsade: Toans ar extendes

sredit or-any SErVise or steobmodation of any typs B2 Eind

i whatspever to ‘or én Luhals of ‘the DEbtors: (b) with tadpéot to
tha Bank Weleasad Parties, the CBA felsased varties, Coltes

Released Dartiss and the Waime Partrersnip Relsssed PAYLIes fas -k
such terms are definmbd in he Multi-Party delease), any -and &l

clxing asserted im, or whish relabe i any: way, direetly of

indiveotly, to olaims asserted in oomnsction with (1Y #he calt

Acguisition, (i1) the Mame Partnership Litigation; {114} the
. Acauisitlon Eitdgation and fiv) €he dame Farnershis Aote: {e) H :
With respect tg the~EankfReleased~Parties, Coltes Reledsed

t




thie Wama Partnership Releagses Barties, Huy and all

It
et
I
(e
=3
i
=
o
7

; ‘have besn s could haye been asserted in avdidance

?, actians, or Gther Procesdings Telbtive o the Debbars, Dabtaps-

ATy May cophewted, directly ep !

o Andirectly, Eg ANy’ payment or trapsay mede o any 1iesn,

: : sgourity inverest or efher EnCUnbranne grarfad Loy, B A the

benaflit op, any of Ehe. Bank Relézssd Partiss, the Coltiee

Felcagsd Parties, or the Hame DArtnership Relossed Pariies (es

such térks are delfined §n dne Hulti=Rarey Release].: {d) with

vespert Lo W1 Belenseg Parties, ‘any and aly claime wr 1sing
from ok ralating L duyway, dizscilv oy irdivastly, Yo the

formaletion, ‘Hegotisti

", impig.gnhation, cmnfirmatinﬁ el

Sensummation of the Fian (o any gthet pian of neorganisatian

Bropdsed an fhe &

er-Bigelesurs Btatemant. op any other

chntract, insteunent, relesge; ar aliber agraepant er- dooient

ereated. inconnedticn with the Blan (aE any ather. plan of

Yedrganization propesed g ThE Oy

;oand (a3 any -ahd 11

wlaims drising rron an relaving in. any way; diregtlv op i

indiredtly, €5 the Herger pursuant o the befinitive lgréemeny

as contenblated by Bhe Dlan.

Wotwithatanding the Teregoing, ‘Rothing in &

5 lrjanckicn

shall in By way endoln any pacty fron enfaroing an obligation | |

i

oflanwther Farty with respeet Lo the Plan o any Plan Doounant,

as @arined in the Holti~Party Reldage,

Foredaing, nothing he

rwin. ghaly snioin (w) aﬁy Name. Partuersnip

] e




BY Celtrs pursuant to En iy of this Court during he o
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Aeleafad Party ‘from sesking o énforee s oolaim agalingt any

athel Name Partnership Relassed Party or {¥} any paroy from
gealing to enforie a “laim pursuant te (1) Lhat certain

Purehass Znd Saie Egreenent A5088 an of Auguse 1y, 1994 amopg

the Hane Fartnership, the DA and New Colt Helding ooep)
{idy tnat certaln: Sattlowsnt hgreameit dated gy of AUGURE 16,

1994 smotg Colieq; New Colt, and the Bebbors; and (451} EHas

certain.Settlenent Agrssnont dacsd as 0f Auguet 16, 1594 g

Colted; Water t Way, thi Debtdry ‘and New ol

ke Upon - consumtation ui the Hergar; s

all Eesoubsry

ol
&
7
d
o
o
&
u;
el
i
IE)
o
[
£
ol
o
@
%
=
&
i3
by
v
ot

brademark, mnd knowshow Iicen:

) and Ghnxpired e

nder thé Flan sHall bs assigned end transterved TR End remain

in fnll forde and sffsne for the bénafit og, Reorgaivized ool

tetwithatanding any Brovision in such contricts S lenses

(ineloding thoss deesriped th fertion” 3E5TRI (2] oy

Coda). that prehiniks SUCh Rssignment or- transfer of. £hat
¥

ahables. o0 reguireas tarnination of sueh contracts .o Jeases
Based on Lhe Merger.

Lo Effective o

e RBffective Date,. and provides

that distributicn to fiass 5 slaimants

susnt to the Pian

shall - have oocurTed, the doties of vhe dfficial Commithes o

i
=%

Unsecuyed Creditobs shall Lerminsts, wRCEpt with respsch )
applications fop yrofessivnal fees of any professionsl,

i
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i
i

objectiting £8 alalns of Clasg & C!éditcr@; mItters ralating ke
Y proposd modiYicat ion os the Plan

ang matters rals Eing 'og

any eppeal of ary order ine tHe Reorganisation Casgs, inciiding,
WRthent Limitation the defense S 4 appesl . and the

prosecution of = cross-appeal with tespect ta the. Bauntruptoy

Court s grder dabed February 17 189, with TESpeTL Lo the

Einal fes application wf. Bolfo, ‘Chopar i Ciou, which appeal gnd

SUFVINE ConEuIRALIGh B Fhe ¥

. parties thoreto, aetwithstanding BNty oag

oTeurrenes ot the Effective Bate and tha

execution. and delive

thi Hulti=Party Helease,
Beo . CThiz court shdly wetain Juriedivrion in
BoCOTdEncs With the terms of the Plag, the sther provizisne of

Hs Order; and Section 1332 6 the Sede,

fro The Debiors will

EREpECLIVE fdses on or belsre DeiswbEE o

timz in sxtesn

ad by bhe wouprk,

Uatdd 2t Partford, CONRBCLEOUE, this\ﬁ! éa day of

Septenber, 15%s.
T
\ o) /«MJN»\

B ANEGEET as

Poﬁ £ T, Kfpﬂh?%uk§
Lhiel Bankruptey Judge
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UNITED STATES BAWKRUPTCY Coumy
DISTRICE OF CONNECTIOUD

WA el WA e e e s ws

R Chapter 13 Casa Now.

oF HOLDING CORZ. and
COWIS 8 MANTFACYURING
COMPARY, T IHO.

S2 B 2i02B and

%3 B 2id3e - .
{deintiy ddministered}
Debtors.

T S P

AUGUST 19, 1854

FIPTH AMENDED IND RESTATED JOLWET PLAK DF NEOREENTIANTON
[ FOR CF HOLRING CORP. AMD
COLT! 8 WANURALTORING SONEANE, THO,
CERORGEED BY . TEE DERYORS MO
THE LOMNBCTICTT DEWELORMENT AUTHORITY

Coteltts Mamifactubiog @ompany; Ing: . and OF Bolding
Corps . Dot Delavars woryp tioneg, ‘as D 8. and Dablors-
in-Posseseign; and the Connections Davelapmant Autharity, as
s greditor and party in jintevest (oollactively, ths
"Proponenta’] . heveby propose tHe following PLith snernded
and. Restated Plan. of Recrganigation For. the resalnkisn of N
the putstanding elaime dnd eguity interests. The LaEAGEING.
parties are the proponents of the Plan within the meaning
Eection T129 ©f ‘tha Bankrupkoy todes .

Tu
DEFIHITTONS
ke Defined Yerms

A8 used hersin, the following herms: shall. have Bl
sotive mesnings speslfied balow, unises the coptegh
Siharvise requlves (such masnings To be equally appiisab o
S buth the singular and plural, znd mesculine and feminins,

mE of the berme definad) .

Ceh saoguisition Ticigation® £hall wesn tha adverssry
peeeding panding dn the Bankruptey Court, Ho. Miv. @1~

20, commenced ‘Bv bhe Committee, on behalf of the Estake; N
SURINGt. geversl defendants.

2. "REministestive Creditors mesns any creditorsg®

kS

)

titlad to peyment of an Mdministrative Clals. o
-




Ji MRdminlstrabive Clain® meand & Clain for

payment
ULl coste of sypenmes of sdnlnistration gpecizien in
Sections S03(b) ang S0T{ai {1y =F ihe Barkrugtoy Dodg
including witheus Mimitation:

(2) the actusly; necsdsacy
w0sts and axpenges incurpred 2iter ‘tha Petitien Date
‘prESErving the Bstates amg eperating the Businesess of the
Dehtors; (B} compensation Fop legal and other servipes g
rainbursenans af;exyenses;awurded PRTBUEDLE to Sectﬁan;?aa{aj
or 331 of the Bankruptioy Code; ang {8} all feds and chakrges
Bzzessed sgsilst the Estares pUrsiant Lo’ Section 1930 ue
TiLle 28 of tha United Stares Codie.

ai

4. "Ayvesd Wage and Work Duls Shanges* mesns the
concassluns agresd to by the UsW and Colt, o %
able to Hew Cole Aaquisgtgan Corperaticn, that

B "Allotved Qlaink mweans. a elaln that {a) has besn
allowed by & Finkl Urder or (B} either: (i} 'is scheditled by
elther-af fhe Dektora pPursuant o the Bapkruptoy, Code  ang
Bankrupbey Rules in a liguidated anolnt and e net Listed as
contingent, Unliguidataed s disputed; . or {44} the: proetf of
Which has begn deemed tidely Filed yndiy applicikle Jaw oy
order of the Bankrupley Court’ with the Barkruptoy Goust
pursuant. to tHs Bankruptoy Cdde, the Bankruptor Rules and
any applicable. ordars. of the Fourt, or Filed with. the
Bankruptey Court with leave after novize and a nearing;. and
in esch case either &) no-ahiection has boer filed. within
khe period fired by tha Bankouptay. gode;  tha Bankruptoy
Rules and any Final Ordsc of the Harkruptsy Court ar EBY. Eny
soisction o jts allowsnse his bean sobtied ox. withdrawn, or
has been denisd by A Pinal Orderi An AlYowed Ciatm. {a
includes o Disputed Clain to Lhe extent such Disputed Clain
becowes. gllowed after this Effective Date when the centext do
reguires; ‘and {5) ghall e net of any: raléved offdst,

€: . "Archive Sun Collectiond wetans that cartain
cellection of tirsarms of historical relevance ang Yeniagal
interest waintained 8t Colt‘s fagilicy in Bartfird,
Connecticut and BE Goltfs facllity in West Hartiapd,
fonnseticut as Veli am at Aay obher ldcation whers all o
prrtief guch cellection may ke palntained frén tima to tinme.

Ty "hsssssment D3te® weahs the'data on whish s
Priority Tay Claism ls asseszsd undar applicalile state or
fadaral law.

8. "Ballobt® memng ke fore oy fores- distriboted o
holders of impaired elsise or interegts s which i e be
indicated Buch holderre agcaprancy or relectich of tha Pian:

=g




S *Hank¥ means Craditanstalt-Bankversis,

0. THank Claim Agaivet Colh™ means the Aliowed Ciaih
of the Bank arizing onder the credit Agreement and the
Pogtpetition Credit dgreement.

il. "Bank Clalm Against Rolding™ mians the CTsim &F
the Banic. ariging under the Paveat Pladge Agreenent (us
dafined’ in the Cradit Agresmsnt) and the Anended FParemnc
Pledge Agrsepsnt {is defided dn tha Bostpetition fredid
Aovesnantd.

12. TEankriptoy Code™ means tha Bapkruptcy Refbrm Lot
ef. 1878, as amendsd, apd as codified In Title 231. United
sratas Code, a2 appiiceble ko the Reovganizatien cases.

13, mEsnkruptay Courtt means the Uniied States
pistriot Court ror the District of Connecticut having
Jubbedictlon over theé Reo¥ganizstion Casas mnd, to the
extent of any reference madd pursusnt tolSection 187 of
Title 28 of the United Stetes Cede, the unlt of much
District court constituted pursiant to. Section 151, Title 2
of the United Status oode.

i 147 "Bankrupboy RulasY wéans the Faderal Miles of
Bankruptoy Procedure, as auonded, as applicabile to tha
Beorganization Case, ‘including the Local Bales of the
-Bankruptoy Court; :

;5. "Business Day™ means any dav eXospt a Saturday;
CSunday’ or Yiegal holiday® ss wuch term I8 defined in
Bankruptey Rals GOIGLAY

. "Capital Leases” . peans [2) the capital Tease,
ated: February 21, 19891, for wmanufdcturing edquipnent entered
int-betweer Colt and Geneal Eleotric Capital Larporvation,
1) the capitsl Ielaes, dated Kovembey 1%, 1990, Decehber
18, 193¢ and' dstober 29, 1893, For wanufackuring eqguipseat
ntered infe betwern Colt end. SMET 2redit Inc., and. {¢) the
coaplital lsess, dated Janvary 8, 1892, for certain Lty VNS
squiprent and sssociated softwars entered inkn betwean Cole
and BYE R Financlal Sroup.

17, ®cash® means the lawful dirrency of the tnited
tatew of America.
“i8. SCDAM meavs Lhe Connecticut Davelopment Auihnrityh
%L PCPIPLY memns OF Intellectual Praperty Cofp., a
De=lownre oorporation, which is the. genersl pariner of aod
ich Molds a 1% {intarest iv the Hans Partaership.

.
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) 0. PCIaint means any Fight o paysient from the
Sebtors jointly; or gach individually, whethar or not such
Tight 18 réduced o Sodenent, Tiguidated, £ixaa, contingent,
matured, unmatired; disputed, undizputed, legal, egiitahlia,
seoured op ansecured, or any right 138 an equitabls ramedy
for brasch of parformance {f such breach gives rige to s
right of payment frow the Delitors, whether or not such wight
feoan equitable vemedy ig reducesd to Iodument, fived, con-
tinqent,;mz;ured, unmEtured, dizputed, un&ispﬁt&d, seourad
o ungstused

21, ‘C;ass” mUan® A groupoof Claise or Interests sobe
stantially sfaildc Lo each other a& Sldsnirisg vRtder This
Blan.

2%, - RCLLE® means Colt's Licensitg Linives Partnership;
& Delawars limited partherahip. .

A3 "CAYIactive Bargalining Bgvieenent™ medns tha
Lollective Bargsining Agreepent; dated March 23 A98G,
hetwean Colt and tha UaW, sz wedified,

4. Dol omeans Coitis Hanufacturing Coupany, Inei, &
Delawars sorpsvation which te-the whelly-ownead subsidiary of
Holding.

25, Uoodt Acguisition¥ reans the March 33, 1990
burchasa by the Daktels of the Firearns Division of ol
Industeiss, Yne,

2B, vcelfokdndnistrative ClainY means dn
administrative Claim agserted agsinst Colt,

27 Moall Goneral Unssoured Clzin® mesns Ay Claiw.

against cely wileh avose or-which is despsd Ty the
Bankruptey Cods. &g have arisen prior ©o the Petirion Date,
and Which is not othaprwise clasaified Nereln; provided tnat
Calt Gendral Unsechred Clili shall Bot ineluds ahy Tiadm
hald by or throsgh Water + Way, Coltec or the Bank.,

2B.  *Colt Intersompany Claln” weans any Slale of Colt

against Holdlng.

28, *Colt Trade Hame® means all of the follovipgs {4
211 tradanarks fincluding dervice. marké and trade naves; )
whather registarsd of % conmen lad), reglstratians and
applicationa therafor, snd the entire product lines snd
goedwill eannected. therewith And symbotized thereby
associated with HCplts, {11} all Esnevals thereof, {iiiy all
dngame, rovalties, dsmages and. gayments noy and herssfter
due or payable ot beth with respach Therect, dineluding,

without Jimitation, Gapxyes apd paynsits for past, present

g e
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all.-ridhts to sue for past, preéght,analfuturé infringements
Sronisappropriations. tHereGT, and (v} 21l sther righis
aorrespanding” thereto throtghtul ithe voridg,

¥ Fubies inEringen o5l opristions therest, {iv)

30, MColtec” wmeans Collee Indubiries, Ino., a
Penmsylivanina sarporation;, Lormerly known as. Colt Tadustries;
EInes, CILI Holdings, Ing., a Dalavare corporsticn, and CPST
Ingy, 8 Delawere corpiration, the prior eWners of
substantislly all of the assets of Holding snd Colt.

I3 fOoifec Claima™ mdans bhe Alloved LIaims of Colvec
agpinst Colt and Holding relating tu, asony other ehivgs;
rent obligations In connestion with the West Harteord Lease,
pertain indennity ebligations . of Ceolt relating to the Colt
Acguisition and wny olesins arising with respect to the
Hartiord Lease by virtug of paypents nade by Colted to Watey
+ Way.

2. *foltec Sertlament Agreenent " wesns that oErtaiin
setiler betwean Colt and Colteo, snd egresd oo

Hy Mew Lol icqﬂisitimn Carporatien and ‘the TDA!

93¢ o *Committest means the 0Lflcial Conmikttse of
Ganersl Unseoursd Creditdrs of Colt’s Mamifscturdng Company,
Ine. s appointed by ordar of the Bankruptoy court in socop=
dance with  Section 1302{a) of -Lhe Bankruptoy Code; &8 miy be
regonstituted Lron Gime to time. ‘

34, *Confirmytion Date™ means the. date and tims fhe
Clark of the Banksupkey dourt. enters the confirmetion Srasrc
o its docket

|35, Tlenflynation Hearing® means the hearing tonduntsd
before the Banlpiptey Court fer the purposs of considering
contiphation #f-the Plaw. .

8. "Confirmation Oréer® means an srder of the
Bankruptey Court confivming the Plan in accordance with the
provisions  of Chagter %1 of the Bankovgptoy Code.

70 Poredii Agresment® meins the Credit Agrsement,
datedas of HMarch 22, 1999, @ avendsd; entsPed inko hetvden
Colt and the Bank pursuant to which the Bank zgresd Yo loan
$28,500,0800 o Cal¥ &n & revelving sradit basis énd parguant
to which the Bank extended o term loan to Colf, which Xad an
outstanding principal balance of ‘43,100,000 on ‘the patition
Date, and g to uhich fhe ¢OR I3 a participsting lender in
“the revelving credit loah. :

38, fireditor® weans any pParson holding s Clais
agathnet alther of the Debbore that diese of is Seemed o

e




92

- Bstates of 'z kind's

nhave arjzen on or pefors the Perition Date Inciug
aut twitation, & Claim sgainst the x

g, withe
w8 espective Débtors’
eaified in Subsections S0R{g), S02{h} ur
S0Z¢E} - of the Bankruptol Coda.

3% Thebters® means Helding 488 'Cole,

$., ;ﬂbehtcza-ih“qusessianﬁ #Hezhs Rblding‘and €Ol dp
Their ruspective wapzoities ns debtqks~in»paasessi@n P
suant Lo Ssctions 1107 (a) and 1108 of the Bankruptey Code,

d1. "Defevved Liabilities” nas the gane meaning as in
the Definitive Ngtecment,

4% PEsfinitive Agreerent® medins the hgvegmsnt apd
Pian of Herger dated a8 of AUgust 10, 1604 by Bnd anony Hew
Colt Holding Corp., Wew colt Roquisttion Corporatidn,

Bolding and €61t wiitcH is attachad heEreto an Fxhisis A,

43¢ "Definitive Agretoents® mean colientivell, the
Definitive Agvesment and related agroenentes; documents and
instrunents which shall reflect the terus of the Defifditive.
Agrédment, the New Invastor Agrsenent N ERe PLEN,

44, "Disvlosure Statenspts mashs the Diselosyre
Statament. with respect to the Pian which Has been. Filed vikp
the Bankiuptey Court pursuant 1o Section J125.af *the
Bankguptay Code, :

45, - "hleptted Cluim™ means a olain as: o whith tha
Debtiors. or &y dthey parLy in . intersst has interpossd an
shizction in sccordance with the Blam, +the Bankruptay Code,
o tha Bankruptoy Rules, which abjestion has not been with»
dvawn or determined by & Tinal Crder.

At - MDisputed Claits Teorown peans- Lhat escrov dréated .
On the ZEfeciive Bate to hold Qash withheld on account of
Disputed Claims,

. 4T TEfTective Dated peang the Business pay
immedistely fellowing the date on which the Confirmation
Order shall havs becows ‘a4 Final Order -and on which all
conditions Lo the consumtation of the Plan gat fortf. in
Article TH. (B} have been satisfied oy waived as provided for
in Article IR, (C).  Suck date shall. net be later than
Septenber 30, 1933,

43, "Enployes SLock; Oynership Plas® wedns & defiped
contribution plan established 4% Marzh 1936 by Agreement
betusen CF Holding Cobp. and tha YRR for ¢he behnefit of
fourly esployees .of Colt reprasenced by the UAW. The pian

.
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is Tundad throligh 3 Trust Agresment with State Street Bask
a5 trustes Wnd holds condon stock &f CF Holding oorg,

49 sEavirdngental Slaimd means any-Claim vnder
federal, ‘atate or lucal environmentzl lawy or reguiations,
¥or damages’ arising from or costs. dneurrsd bWy a Sovermmantal
Anthority or any Parson’ in reSponse o 8 relsase op
threatensd relesse of B harardous or toxie wasts, substance
or constituens; or other stbstance intd the wnvizonnent.,

©oB0L MBstate¥ neang the setite ereated under Seotion R
41 of the Bankiuptoy Code in Lhe ¥espective Reorganization
Cases of Celb or Helding.

S%. 0 *Final Ordsr® Heans an crder of fhe Bankruptoy
Court mo to which the’ tipe Bo appasy, peETition far
certiorard, or nove foi Teargument of rehearing, has avpired
cand as to which ne Appesl, petition gok certiorari, dr other
procesdings for réardument or vehdaring shall then ba
pending orias bo whick any right te. appezl, petitisn for .
Rerticordri, or move for reargument, ar sehizaring 2hall hove
kean walvad inwriting in form and substance satisfactory to
the Frogohents: or; in the event that an.appmad, WEit of
cartiorari, or rdavgument or rehsaring Has bean sousht, subh
nrdey of the Barkruptoy Court shall have beien affirmad by
The highest odupk to which sioh order Wan: appealad o from
which reargument of rehearing was ‘sought, or gapEiovse] has
been denisd and £he Yime to take any further #appeal, :
petition for cerbiorari oy wove for redrgusent o Yehearing
shall Kave expirad, .

82, - WEirsarms Ynkelleceyal Bitperty™ 18 definsa {5
Item 0 Leldw. y

531, Ydereral Unsecured Clain® mesns & Coll General

Unsacured Claln or % Holding Seneral Untscured Chalm.

84;  “Hartford Lesse® maang the ledse for the ;
wanufacturing facility in Hertford, Connecticut undes which
Celt iz the lesgee and Watay + ¥ay 18 the lessor.

5. - “Rodding® wesny COF Holding Covp., & Delsvire
cerporatisn which holds 211 of the putstanding stéck of
Colo, ’

96, “Holding Adpinistrative Clsin” means sn
Adminiztrative Clainm asserted againet Betding.
8, “Emiding‘ﬁaneral Ungecired Clalu means any~¢1aim
against Holdlng vnich arces ur which is degned by the

Barkruptoy Code $6 have avisen prise o the Petitlon Date,
and which is not otbervise claselfled hervein.

. -
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58,  gelding Interconpany Claln® mesng any Slsdm of
Holdifg againgt Celr.

8. “Incremdntad Postpetition Uredit Rgresment Cizinh
Zzans. the amount of the Alloyed Clajw of the Bank arising
under the Postpetition Credit agrsensnt which 4s dn sxcess
of - the amount of the pre-petition revolving Sredit loans dnd
letters of oredit sutstanding on the Petifion Data, but much
amount -shall ewclude Interedt and fess payable pursbant Lo
the Postpetition Credit Mdresment, which Colt ehsll. centinde
to pay to the Bank ona current basis, and. for purpuses of
Clavee 2 {a) of *Treatment of Bank Clafs™ 1n Reticle IIT.B,
sach aumint shall euclude lTatiers of credit wutstanding on
the Effsective Date which sre to'be cach collaterslizes as
providéd in Clause. 3 (d) of “Treatment of Bapdk Clgim® Hut
shall Include the princigsl amount of loans: borreved undar
the Postpgtition Credic Agresmint For purposes ¢f such. cash

-ooliaterslization.

&0, ®Inptellscrual Property™ méans: &) sertain
iradenarks, ‘batents, the Colt Trade Hame snd vopyrights
which ars described-in and were licensed beo ool undar the
Tradenirk Adreement (the "Firssrws Intelluctual Property4y:
By 2all af the reszinlinyg. intellechuad property ouned by the
Hame' Parinershly {the *Hon-Pirearns Intellectusl
Property: ) and (@) 4 promissory note in the amount of $1.8
aitlion payable Yo the ohd or-its asslgnds? &1l as more
specirivally desopibed In a certain Purcnage and $ais -
sygrecnent among the Mawe Partnerasbip, the oD and New Colt
Hedding. .

#l. "Interest™ means the right of & heldar and ouner
of lesued and putstanding sharzes of ‘the Bid Odinon Shtéck of
Calt, Gld Commdn Stdck of Helding, ihs Old Seriss &
Preferred Stack, the ©1d Series B Preferysd. Stock, the old
Warrants of Helding, of othey aguity seturities of the
Bebbors.,

£20 VMmedgert peans the marger of Mew 081t Acoguisition
Coxporation with snd inte Colt) with Colt sorvivisg a¢.a
wholly-owried subsidiacy o dew Colt Holding Cowp.,. pursusnt
o the ‘térms Hf the Definitive Agreement.

a3 Mhpditied Collentive. Bavgaining Agreement? mesns
tha' Collsctive Bargaining hgresnent, as medified deted. ws of
the Bffective Date batueen Colt and the URW, on terss
accaptables to the Pebidrs and New Colt Acmuisition
Corporation, that will provide for; ancng other Chivge, the
fgreed Wageoand Work ‘Bule Changes,

64 "Hablon to Assums or Reject the Hartlovd Lesse®
mests Lhe motlon: £ited by the Destors an duns 27, 1994 1o

g
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assume the Hartford Lesse with Water + Way under sertain
conditiong of in.the alternative to relect the Harteapg
Loase, )

534 YHIlEiwparty Relsage” soans thik cartain agvesngnt
dated as L Aigust 10, 1984 by and awony the Debtord, the
Bank, the PR, Colkeo, the UAW, the Wame Partnez&hip
{together with its gendral and linited partnors and wertain
individuals and entivies sffiviatea with the Hame
Partnership naned in the Rcmuisitien Litigatisny, Water =
Hay. the Commities on behals of itz menbers New Colt Holaing
Sorp. on behalf of teels and ite sharebnlders and Hew Tolt
‘domuisition Corperstion, as further . descyibes in
driicle VI, Sectien I of the Tlan

| BEL - MName Parktuerstind weans of Intellscegal Eropsrey
Limited Pavenershin, @ Connectiont 1imited‘partnersni$a

874 TNEme Partnerﬁhip;biﬁiqatian" means the sdvevasry
profeeding pending in the Bankrupteyr Court, Ho. A, .
P2~A223 ;. conmenced by CEIPC againiet Cole ow.oar about June 5,
1msr,

634 *iape Partnership Motew meane: thee Sertain priomise
sory note deted March 22, 1580 inthe eriginal principsl
apsunt of $3,950, 000, payable by the Nans Partnership to
Toll, seoursd by the Hame Partnershin’s vigot, titie and
dnterast.in the Intazllediual Progerty. | Cdlt pledged tie
Hase Partrership Note ta the Banik and assigned Lo tha Bank
all of Saltrg right, “Bitle ang intereat in tha Intellactual
Broperty and 31T ProcERds thersns.

832 Pl Colt Acquisition Corporativn® weans the nevly
fqtmad,zcrpargtion which iz 100% owpEd by, Wew Coly Haiding

Covp.

0. "Rew Colt Bolding™ mesny Hew Colt Heldivg THLP,
the newly formed holding ednpeny which shail hald 1ok of
the Reorganized Colt Cemesn Stouk. Ialtlally 91,58 of the
domnon BEock af Hew Colt Holding will be wimed by Wewr ©uly
L.P. and 8.5% owed By the Employee Stock Cwnsrship Plan.

T "Haw Chlh Helding ‘Comson’ Staoks WEANS 1l of the
shares of dommon sthck of Wew Colt Holding, ‘autherized
pursuant to the Plan and issued . on the Effsctive Date ak
deseribed in Articis VT of the Plan.

T2, *Hew oolf Halding Preferred Shoc¥d s 811 ‘the
shares of the preferred stock of New Colt Helding, ©
redoanshle ¥or $10 willion, to be issted to the Connesticut
Devélopment Autherity purstant vo Articie VI, Section 2ie)

g
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of the Plan and N scoordadnce with Fhe bern sheet set forth
2z Ehibit -8 to the Disclosure Statewent.

Zde UHeWw Colt LiP.™ masns the nevlys Pormad DaTavire
Timited partrnership Wil will own on the Effective Dave
S1LB% of the ScomEen stock ‘of Hew Coit Holding o The GEngral
mErther of New Colt TP im Maw Calt Hanagement, L.B. which
is controlled by Donald Lilkba .

T MEew Investor Agresmént™ Weans the sgreswent
betwean tHe Deblor, the Confiectigik Develvpnent Authérity,
and New Colt Mequisitdon LCorpotation, spproved by the
Bancruptoy Tourt on Yareh 18, 1994

. 5. "Hon-Flresrms Intellestusl Propecty® is definsa in
Iten, 69 abava, . : -
6. mGbjedtion Lo tha Clxims of Wilker 4 Way" mmars tha

uhjection L1184 by the Debtors ag June 3, {984 ¥e claims g
Watey -+ Way,

T MOTd Comon. Stack 8f CalbY eans . the exinting
woBman Sresk s cal,

. T8y POl Conmon Stook of Rolding” wmeand the ex¥ishing
comnon - Bhsck of of Holding.

I8, MOld Sexies K Préferved Stoein weans Lhe existing
series A prefervad shock of Holdiog,

80, "OId Series B Preforved sfecer mEsns tha existing
series B proferred. stook of Holding:

81y  MOld Warranke of Holding" mesns Chs BYISting war-
rants o purchase Glé Comwan FLock of Helding:

820 - *Ordinary’ Codrse ENpenSas” weans Socounts payable
mnd. other working bapital Mapllivies incuwrred in the
wrdinary vourse. of business by the Debhtors-in-Possassion
gince the Petition Date, :

83.. "Other Priority Clain® weans any Allowed Clainm
entitied Lo prierity pursuant to Section 507{a) of the
Bankruptoy Codey other thaps %) g hdminiﬁtrativa~m1aim o
ik} & Friovite Tax Qlainm; .

BEL. ¥Parsen” ueans mn individual, corpordtion; pares
Nership, . foint ventira, associntion, Jeint stect COBPAIY,
truel, estate; unincorborated crgandzeation, qovernment,. or
agency oF politlcal subdivigion therenf, gy Sther entity

=10
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85%. - "Patition Tete” means Harch 18, 1992, the data on
hhluh Colt and Holding each filed s vnxﬂnmary patxt;cn for
Tiet undir Chapter 11 of the Bankruptay fade

26, . *plan® geuns this PIfth Sméuded and Beststed Joine
Chapter 11 Pian of Heorganization of Helding and Oolt, and
the sxbibits and schedulsag harste, as the foragoing may. be
anendsd or sodifisd frow time bt tiwe in accordance wiky the
provisions nerdor and in acdordance With tha Bankrupboy Sods
and Bankroptoy Rulsag.

87.  “Dostpetivion Credit sgresmest® msang the BT
wenk, dsted as of April B, 1557, 2% dmendad, ewtored. intoe
petween Colt as borrowsy snd The Bank ag lender, and as to
whinch the COA-is & partisipating lendes; pursuant o Sad+
tiong I84{c) (1), 364(C){2) and 385 (2)(3) ol tha Bapkirupnoy
Code, . Bnd under which fhe Bank agread t0 pravide Coltiwith
pastretition finabcing.

88, “pastpativion credit Agrasnent Ovders® peanhs the
ordey of the Bankouptoy Court, ‘dated April 8, 1992, Wpprov-
ing ‘the Fb%tﬁﬁtlulﬁn Sredit Rgreonent and 311 suhheqaent
orderq of Ehe Bankyiptoy Ceurt appraving amendnents fo the

ostpetition Credit Agrsement

82, "Pre~asguisition Products Lisbility Clainws® neans
Zidins ar:elnq aut of or ralatfnu to producks shipped by
coltes prior to March 2 18940,

8B, “Priority Tax Clain® mezns any Claiw entitlsd to
priority in payment. under Secticn SO0F{a) {7} of the
Hankzruptoy Code, bub duly bo the sxtent it 48 entitied %6
priority under such subssction.

912 “pest-Auguisition Products LiAbiTity Clainms® weans
cluims ayising out of of Telating to products shipped by
Colt from March 27,0 1390 through the Effsctive Date,

$2. PProducts Liability Claiws® means PréeRoguisition
Froducts Tdsbility Clalms and Podt-hogulsition Prodichs
Limbility Claims.

23. Froducts Liability Inguvance Policfes? nedns
policiss for’ predict 1lability insurdnce with the Rellansel
Dompany end Sperting Rves Insurshes Limited.

94, “Propﬁnents" shall memn the CUR and the Debitors.
85, “Beargmnizatign Case® means the case anden cnap*ub

13 ¢ dha Bapkroptoy Code in which either Colt-or Holding iz
& Déptor and Beblor-in-Fossession.

R s A




98, "Heorganized Ublt" maans felkis Hanufackaring
Company, Ing. . the surviving corporation Folluwing the
merger. with Hew 0olt Acguisition Corperation pirsuant 44 the
Definitive Agréoment and as Teorganized pursdsat te the
BIan, )

ST, MRatires Bansfite” medns pavbenbs bé any- enfity ap.
DErsan Lor Lhe purpose of providing o reifhuraios payusnts
Tor retived enplovess ang theiy and dependents, for
meddeal, sucgizal, or hospitsl. cars Benefits, ot banefits in
‘the event of sichuegs, sdcident, disability, ‘or Seath under
any plan, fund, or prograw. (throUgh' the purchase of . .
insurance of otherwiss) Halntaired o esdtablished in whole
or- inpare By the Debtors prior to the Petiticn Date,

. 90 "soepedules® means the schedules of assets and
liakilitles and the statement of Tinancial AFfsire Filad By

the Debtors as veguined oy Seotion 531 of the Bankruptey
Code 2and the Bankiapisy Bules.

88, PEacured Capival Lesse Clala¥ means 3 olatw
arTising freh-the Capital Leases.

. 200, "Sgcured Clajm® medns d Clain obher Ehan & sersEr
Claim, seoured by s security interest in or llen WSROI
property of 9n Estete to the extant of Ehe value, as of tid
Effective pate, of the holder of such ¢laim’s intarest. in
the Estate’'s jntetreést in such property, as Wétermined by whe
Bankruptey Court pursuant to Section 508 o the Sarkry
Code ox. a8 agresd Lolanong the Debbors, Nau Daik Hogy
Corporation, the Frosonents and: the Holder. of such. SeouFed
Ciaim: :

101 Wrme Glain® weans o Claiw; 1F allowed, ‘entitled ta

yriovity pursuant "ty Section 507 (a}i7) of tha Aankruptoy
Code,

X020 MIradepari Agreament® means the agreevent datad
Maxch 22, 15386, entersd inte betwesn' Colt. and CLLP which
Jsubssquently assioned {ts righta thereunder to. the Nang
Faronsrship,

163L MURET means Ehe Tnéarnatlonal hilon Uhited o
ThGtousbiile’ Rerdapzde and Aoy ioiltursl Imploynent Workers of
dmerica &nd . {te Local 3768,

104, FURE Hote" meand. the sbligatison arizing from o
certain Payment hdrassment, dated Nerth 77, 1990, betiesn
Holding ‘and the LaW. :

305, MUK Wote Claims® seans Cleliss arising pursugnt €o
the Ua¥ Note.:

~Xd~
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166, "Water + Wagh means Wateyr '+ Way Praperties, a
Connecticut limitad parinsrehiy, which is the lesacr under
the Hertford Lasses

107, WWater ¥ Way Olaims’ means the Ailowed Clzims of
wWatar ¢ Way relatibg o, among otber things, ‘réntal and
orhsr obligatibns Wndey the Hartford Leass.

108, Muater + Way Settlewehl Korsement™ meshs thet
eabbains sebtlenent aygrceewent apchd Water + Way and Colty
pursuant to whish the Water w-Way lains are reuclwved.

105,  "West Hartfond Leags™ means the leage for mamifacz-
ding and cifice facllities in Wesh Hartioid, Connectisut
er which Colt dg& the Yesgse gud Coltec is the lesgsor.

B Intergratation

‘Onless - otherwise specified; all sections, #rticles, and
suflibit refererices iv the Plah are to the respective section
Cip, article o, or @xbibit tol fhe Plan, as the sang may he
amended, walved, © modifisd from Lime botiwme. The hasd-
ings in the Plan sre for conveniencs of referante only and
shall met-limit or atheryide affect the provisieny of (he
E ... Werds denctify the gingulat aumber shell include the
nypbier. and vice wersa, and words deancting one gender
T dnelade the obher gendar) Ny

. mpglication of Definiticns and Pules of Construchion
fontaided in the dankruptey Toda

Worde and torps definsd. in Segtion 19% of the
Bankruptéy cade shall hReVe ihe sane meaning when Gsed in the
Plam, wnizes 4 differant definition is given in the Plan.
The reles of constridtion in Sectisn 102 of Lhe Bankriptoy
coder shall dpply. to the consbiuchion of  the Blan.

D, Obhar Yerms

Phe werds Mhsrein,® Thersaf Vv "hevets," "hareundsy, ¥
and others of sipilar inportange Yefsr to the Plan a8 3
vhole snd, mot fe’ any partisulsr section, subsdotion, ot
Simuce. contained in the Plan. ‘& Corm used nereln that is
fot d=fified herein shall have the meaning ascribed to thab
term LE amy,  in the Bankruphtdy tode,

T T
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Iz,
taczzsﬁxﬁxsn LDKINISTRATIVE BIFEMSED AWD- PRIGRTTY Suhrss
%o Payseat of ddeiniwtretive gigecses .

Each adnigistrative Qlaim that. ie an Alioved ¢14ie
{including wiains’ for coppensation and reinbursenent oL
ewpenses onder Bankruptcy Codé Sections S0X (I3, 85, 1)
and (5ry-shall be treasted in accordince with Articls IIX . (8)
bhersof or on guch other terms as nay be mitually agreed uper
betwgsn sudh adminiatrative tredifor snd Reorganized Cuit:
provided, however that (i) sdministrative Claime
representing liabllitles incurred in. the ovdinary Gourse oF
business by the Debtors shall Do dscuned and paid by §
Recrganized Colt in accordance with the terms snd: conaitisns
af the parrisiide trafisactions and any agresments relating
theretd, and (1311 the Bankruptoy Court shall fix a date Bo
hear and determiiie all dpplications for final allowvances of
compensstilen proreinbnrseunent: of pXpanges uhder Sectien 230
of the Bankruptoy Tods, which date ‘shell be on ocr befors the
Confirmation. Date. . i

1 celt rduipdstrative Claims

The Debtors shall pay ésch Celt Adwinistrabtive olaim
that "is an Alldwed Claim in £ull. on the Effectiva Dato. or
pursuant to, terws and conditions whith are Less faveorihls. ks
such hblders:and sgresd to by holders of certain Colt
sdministrative Claisis. - Withbut Timitation, the follawing
rdminfstiative Claivs shall be pald ad providsd below s o
result ol agreemsnt of the parties:

L. Pemslop Funds. Recrganized Coit will conkinue in

: piaca the exdsting Bargaining Unis Employesst
e lo. Plan and the Salaried Retirsment Incuise
Flan (tha "Retivement Plams®) . As's rasult of
prohibitions in ‘the Sankruptoy Code ralating to
payment of prepetition debt, the Retirement Flans
Became underfunded. . In seder te eonkinue the
fetivemant Plans with-the resources availsbls e
Racrganized Colt;. the Debtsr has scught z funding
wilvar: for both Retirement Plsns fob 1693 frem the
Tnternal Revepus Sorvice rthe *Walver ), iy
excige tax claiwe required to Be paild in
connection with the Waiver will Me paid in
accordange with 'the terms ¢f such. Waiver.

Since Revrganized Colt has nd currast intention of
texminating mither of the Retirvemsdt Plans, sny
iiapilities due ths Pension Banefit Guaranty
Corperation. for any unfunded benefit 1imbilitiss

~
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vpon plan termidation ghall not be affected by the
reotganization case unless such plans have Peen
tersinated prioy ve Oénfirmaticn.

Cisime of Colt Hourty Enployess. . Tpon assueption
of the: Coilsctive Bavgaining Agrecment, ps modis
Fied, eszh Colt hourly amploves. with an XAllowed
Clzim for wages, vacation bonus, vacation pay ox
sipk leave shall recelve ug €o §1,000 in Cash on
account o the Rllowed Clainm, payable ss {ollows:
fijoup te $250 pavable on ‘the BErechive Defe; (L5
up ko $250 payable on Dedember 3X; 19947 (iii} and
the, Balincs up ke $500. payable on June 20, 1895
Ihoche . event any Bilowed Claim. excends $1,;000; the
remainder will besatisfiied with cospensatireg ¢ime
off at the rate of: duie day for evely thHeew 13}
month pariod’ following the Effective Date until
tha emainder of the olain iz eatis€ied in £ull.

Eostpesitfion Credii Agrsenent Claime. The
Yostgetition Credit hgreenent Claiws. of the Bank
shall be treated in acsordance with Artléls ITIL,
{8y Class 3.

ordinary Soupss. Expenses. Agoounks. payvasle ‘and
other workitg capital Liabivitiss dncurred in the
prdinary Sourse of busitess by the Debtors<in-
Possession sincs’ the Patition Date will he pald W
Reorganized cole in sccordance with the fushopary
torms, betwesh. the Debtors and the holders of the
Claimy providad, hovever,  ordinaby Ceurse sxpanses
wnide® thiz olsume and the Defdnitive agresment
sHall be limited to post-petition Manilities as
sppesr on the Debtor’s balance shest at Closing
and sach. other elaims as appesy on ExNipin 4 Lo
the Uisclosure Statewent. | The Ordipsry Course
Expenges plus pesterefiresent heallth and medical
barnsfits whall nob ekosed 524,500,000,

Professiconal Fess znd engeg, ALL mpplidations
For compensabion and reipbursspent of sxpénzes for
professisnels amployed by Athe Dsbtors snd the
committes not previcusly heard by the Bankiuptoy
court ghall be presented £o the Bapkruptey Court
for spproval.  Adwinistrative Clalms for unpaid
fees and #xpenses of professisnals That have been
allowed By the Bankpaptoy Court at of prior e ths
Effective Data shall be paid in full- in- cash-om
the Effsctive Date. Fées and edpanses Of
srofessionals allowWed By the Bankruptoy Court
After the Effectlve Dare shall be paid in cash
promptly bpon-allowvance by the Bankraploy goarts

e G




A g conditlon of confirmaticn inthe Definitive
Agrewment, and unless othervies agreed, (a) the
unpaid portion of sudh Allowed Claine for
cdmpensation and reimburséwsnt of 2upenses for
professionals, other than 3 ¢laim by Ebife; cooper
§ Coppany, including claips parsuant to Sections
553 (B end 506.0f the Bankruptey Code, ahall pot
exceed, in the sggragate, 2,784, 800 for the
period before Decembar 14, 19813 and I8} for vhe
period Décém’be:; 14, 4993 through August IL, 1med
{1} alliowed paid and unpaid foss and expenses of
Debtors® bankruptey éounsel shall not exssed
$900,0007 . (11) ‘allowed fese and sypenses of
sounsel to the Coumittes shall not exciag

H16C, 0007 and (191) wnpald allowed Fees and
expenses of 'wiher profesdionals; when conbirned
with the Alldwed Clalms of Intevlalen, shisil nst
excend FIE0,0000 Reovdanized Colt aWall have ng

respotelbility for any claiw by Zolfa, Looper: &

Company: nog shall it Teceive any payhents grdsperd
to be paid by Hhen. )

Assurption Coste. of Exkoytory ontyects..  The
Debltors will Wssume o refsct such eResutary.
contracts and nnexpired. lsases as reguested by Haw
Colt Aogulsition Corpdraticn. . Such raguest will
be made wn ar before the sxesution of ¥he

 tefinitive ‘Ayrsenent, “Reotyanized Colt shall

chre,  or provide ideduats sasurance that it will
sromptly cutgy defaults under any executory
sontricts or unexpired leass assumed in acoordsnce
Wity bhis Blan. .

Reclamation Claims,  The holders of allowsd
reolamation clajmns of  approxinately F126, 000 sBall
ba paid Inogash dn $uld st the later of the
Effective Date, the date the ekpense iz zllowed wi
25 agreed Between the hbolder of the expense and
the Débfors. LT )

Aelding adniniutrative Claine

The Debtors shall pay ezch Bolding Adsninistrative oisis

that i an Ailowed flain in full on the Effective Dakte or
purstant oo terms and congitions which are lafe Zavorabls &6
such holders end agresd to by helders of dertain Holding
administrative Claims.

Priority Tez ¢lalns

Revrganized Colt shall Pay esch Pristity Tax olsin that

A8 an Allowed Cladw im full by the end of the six vesy

L
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paziod ing .on the As nent Date. - Barh ‘bolder of a
Pricrity Téau Claim shall receive af upsetired note o ths .
Effective Date payable by Reorganiged nalh in Bglal g

guarterly paveents of ‘principal and interset. THe interest
Fate on the mote o the Internal Revanve Service 2h4ll be
agusl Lo the enfetpavoent rate under Sectian €521 of the
Internal Ravenue Sodeé of 1986, as ided. - Thae interest
rate on the note Lo the State of Conmecticnt shali be Bk
per ‘annum; :

B GERer Trlosity clstus

The holdess of Sthsr Priovity Slaims that arg AYlowed
Llaimwz; not Specifienlly. destghated hereln, shall seceive in
full releass, pattlement and discharge 'of such Clajim {a} .
Cash equal fo the amoufit of theis B1lowed Ciafn o¥ (). siUcH
other Ersatwent as to which the Debbars and -gueh hyider
agree in writing.

it o

GMSEIPEQ?{.TIC&N ARD TREATHENT L
OF CLATHS A0 IHTERZSTs Tl {

He Humnary - : o
The categoriss of Cizimz 403 Fntarssts 1isted balow

classlfy Allowed Claims for ali purposes; including voring
confirmatisn, and distribution PUrsuant o kha Play.

de o Blasaificstdion of Cleles hxsaried hgsingt Cele

#YRTE ) : !

Glass 1: - Seoured Caplital Lease Claive, Univpalred <~ pot I :
S ; entitled to wobu., | : $

Class 21 Colt. Balaried Enployas Claies. Impaired -
en‘citlad torete,

Class. 3 :amk;c‘lniﬁ Against Colt. iopaired -
’ : entitied to vota,
Clage 4Ry Tost-Adquisiviaon Preduces Impaired = :
Ligbility Clains, entitled to vola,
Class 45: Prec~kémiisition Products Impaired -
) Lisbility Claims. entitied to vats
Clase &1  Celt Sensral Ungacured Claims. Impaired

entitlisd tg vobe,




Class €1 . Uslted Clains. Inpaiced «
2REILYEd o wats,
Clzss TiooWaber + Way Claimé. Inpaived -
entitled to wots,
Clase §: Holding Interconpany claimg, Iopairag -
A : antitled Lo vobe,
Class 7 Hame Partrevenin Slaliss. Inpaired .
eREiLled o vota,
Class. 10t 01d Conmst SEoek af tolé. Inpairad - desyed
E . . o redsct,

24 Clesdiftiesting of Clalud msssrted Against Boléing

Class 13: Bask Clafs Against Hadaiig, Impzired - deepad
) o ‘ to rejset,

Class I HMolding Gandral Ulisecured Tmpairved - deswed
Clsing, Lo raject. :
Class 130 Coltec Olaips. Impaired - )
k entitied Lo vote.. v
Slass 14+ Colt Intércimpany Claias. Impaited - :
. “ntitlad to vote,

Cless 151 UAW Hote Claims. . Impaired ~ dieened

to redect.

Class 161 G1d gerims a EBrefdrved Stock.  Impairad -~ deened
k o redect.

Class 17: 0ld Sevies B Preferred Stdek. Impaived = déamad : :
o rajech,

Glses 150 01d Warrants of Helding. Inpaired « deenad :

. ’ to reisct. [

Class 197 QI Rommon Steck of Wolding, Inpaired - deshes
. s peiect;

8. glmsmifioscioy and Treatasnt of Ciafus Kewarted Againet
s . : :

Clesy 1:  Eeoured Cepital iesss Slzims.

1., EihseiE igmi. Clsfs 1 consiats of ‘the
Swoured Capltal Tease Ciaims which eonsist entively of © [
: Clasme arising eut of the. Capital Lesses.

-1
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g 2 - Twestisent: The helders of Lhe Secured capital
Lease ©3iimg that are Rllowed Claims $h3ll have thoie Cladps
velnstated And reafrfirmsd tn full snd Shall Fetain theiy
respactive ssouricy intergste in the rsspactiive Traperky
until their respective clains are PELD in Tull, with egoh
modifications as are spsolfically agresd to by such holders,
The amcunt to which @ holder of o Secured Lapital jaise
Claim i entivlssd a8 s result of velnstetenent shall be paia.
on - the Effective Date, s0oh amsunt %o e reduged by any
anounts recelved atter the Petition Date by sueh holder.

Clese 31 Colt falarisa Faployes Clsims,

1o - glassification:  Olass 7 cossists of the Wage
and. Benafit. Clsips of Colts Salavisd Enplaveis:

: 2%, Treatoenty Reorganized Tole SNALL compenzabe
salnvied cmpioyees who hold vwage -and benefit Claims with
conpansating tive 6ff 2t the fote aof one day for svery thres
{3} menth pericd folloWwing the Effective Dats uncil sueh
claim . is satiefied dp fulls 17 a coit salaried emploves iz
severed or Serminates his oy her guploynent with Colt prier
Lo receiving his or her full benefits, .as providéd for :
herein, he Droahe will ke provided Crsh in lien of OISR
sxting Time off for the balanws of Such Claim on She Je8th
day. Toiloving hiis or ner termination, .

4iazs 3r  Bank cluim Byainst golt.

Lo Slassifdeation: Class 3 CondiEte of the Bank
Claiw against Colty

2. Trestment! - The Koldsr Gf the Bank Ciiim
Against Coit shall reéceive on tha Effmotive Date:

{a) - UEsh in an ancunt sgual Lo thie gom &3

{3} 100% of The aggrsgabe sAmount of: pays.
Wents, netin eXodss of $2,881, 000, which Colt has
made, or which Colt has borvoved under the
Fostpetition credit Agbecmeit in order to msXe, on
ar prior te the Brfective Date, M respect nf :
{3 mapital Expenditores relating in any wWay to
the Debtors nove from Yhe Hartlord facility from
Jesoary - 1, 1984 fus such. ternm Iy defined in the
Postpetitian: Credit Agraement), in an aggregste
spount - hot A excess of $1,683,000080; (2} expenss
reiubursesent’ obligations £o Wew olt Acguisitien
Corporation in-accorduncs with pharagraph 5,1 of

the Hew Invester Agreement, in an aggregate amount

notdn Excess OF $550,000 and (3} dndemnificstion
obligations o New Colt hoguisition Corporation

g
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PuUrsHRNL O paragraph ¥ of the Wew Investor :
Agresment, in an agoriyate amount not in exoess of
$3I80, 600,00 (FTUlTy reivburssble ‘Fxpenses®) i plug

{ii} 50% of ‘tha NEXL $2,000,;000 of the Tnope«
mental Postpevition Credit hgresment Claim {£d-the
extent outstanding) dbéve the portion of the Cixim
which 15 allovated to Fully Reisbursanie Expendes
pursuant Lo subelause (4} (i) ahove; plus K

{Rid) 304 et thie newk $1,000,080 88 the
Incremantal Postpetition Credit Bgreenant riaism
{bo the extent ewtstanding); plug .

: {iv) 208 0f the haldite of the Incronental
Fost-patition Credit Agrecment Cluin (Lo the
sxtent osubatanding) ; and

(b} Cash in the anount’ of §14,000,000 in respast
of. the principal of the Bank Ulaiwm Against colt
{exclusive of ‘the Inoreésontal Pastpetitisn Coedic
Agreement Cladm) § and

{¢) Pavméent in Cash of all intecest; faeg;
sxgenses, and. other amgunts socrved 2nd oving to the
Bank to-the Effective Date pursuvant to the 'terns &f the
Postpetition Credit. Aursenent or the Pian (ioeluvaing;
without Tdmitarion; Jletter of credit teas, commitment
fees snd all razsonakle out-of-pocket sipenses. and
counsel fees payable under: the Postpetition Creédit
Agreement, @wcluding only (i} investment advigory faes
Of ‘the Bank, {ii] counsel fees & the Dank relating
exclusively to the allowed Craim of the Bank arising
unger the Credic Agréement or to the Formilation,
negotiation or inplementation of the Plan, and
[113) any portidn of the prinnipal of'the Bank Claim
Bgainst Colu Lo the extent in excess of the Amtunts
paysble te the Bank pursuant-fo clauses (a) and (b}
above) s and: ’ )

(&) wash collateral in’ such ampunt, i1 amy, ag .
mAy be ncessary to chuse the dugregate BRoUAL ol cash
vollateral held by the Bank to sevure lstters of cregit’
izsued by the Hank and outatanding on the Effactiva
Deke to dgual 105% 0f the faoe amount of gich lstiers
of evedity provided that cash cellateral need not he
furnisfed: to the Bank with respstt te any lettegrs of
sredit ag to which other arrangemente, sstisfactory to
the Bank in its sole discretion, heve been sade.

i
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Regrganized Colt will make the payment upon tha
snbry of a Fipsk Order allowing the last Posbt-Acguisition
pradocts Liability Claiws :

For vobing purposes, esch flass 4a Llaim-ehall be
estimated at $1.00 unless the holder of euch Clalw makes &
antion ten {10] dsys prisr to the gonfirmatien: Date o
estimate the clalm for voting purposes at & different
amount.

. . ¥or distribubion purpdsas, ine Post-Ruguisition
producbs Liskility Olaims shall be liguldsted by settlement
or by objection i clais as detbralined by the Baniruptoy
Sourt or Akted Stutes Bistrict Court for the gigtrict of
Connacticut pursuant to 2§ US40 & 1578} (5]

he insuranés préceeds, “if spplicsble, would be
diseributed pursuant to thi Products Lisbilivy Insurande
Paticlies:

ciess 4By Pré-Roguisiticn srodusts Diskizity dleims.

: 1. Gisesifiestiony.  Class 48 consists of the
Pre-gogquisition Produrts Liability CLELmE

. B0 Trestment: Hajders of Pre-hogelsition
Producky Liakility claime shall redeive nothif: Ivon
Recrganized Calt. The rights, 1T any. of “holders of such
Cialms. against {a) Colbew or {b]. the Produsts Lisbllity
Theutance Policies shall ‘not. be tmpaived under this Flarn

. For woting purposes; sach crass 48 Olaim-shall be
estinated 3t $1.09 uniesy the holder of suh: Claim mikes &
motion ten (10] days grior t the Confirmaticn Date to
asbimate the Claip for vobing purposes ab a-difterant
amonnt.

Gimms 8§  Coli Gebetsl Unsscured Claima.

3. - Crassification:  Class 5 consists o CEit
Genaral Unsecursd Tising.

: 3. Trestpsfts  The Holders of Bliowed Coit
Genaral nnsecurédfalaims w11l recwlve their pro rata share
of 23,588,000 in cash plus any smsunt pald te Lulfo, Coopel
& Company pursuant Lo ordsrs antared By the Bankriptcy Coust
that Zeifs, Coopsr & Cdopsny is required by Final Grdeys o
disgorge. :

The fupegeing consideration. shall bd. distributad
16 holdere of Kllowed Claims in Cluss: % onthe Effentive
pate; provided that any portion ¢f such conaideration thet

P
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Regrganized Colt will make the payment upon tha
snbry of a Fipsk Order allowing the last Posbt-Acguisition
pradocts Liability Claiws :

For vobing purposes, esch flass 4a Llaim-ehall be
estimated at $1.00 unless the holder of euch Clalw makes &
antion ten {10] dsys prisr to the gonfirmatien: Date o
estimate the clalm for voting purposes at & different
amount.

. . ¥or distribubion purpdsas, ine Post-Ruguisition
producbs Liskility Olaims shall be liguldsted by settlement
or by objection i clais as detbralined by the Baniruptoy
Sourt or Akted Stutes Bistrict Court for the gigtrict of
Connacticut pursuant to 2§ US40 & 1578} (5]

he insuranés préceeds, “if spplicsble, would be
diseributed pursuant to thi Products Lisbilivy Insurande
Paticlies:

ciess 4By Pré-Roguisiticn srodusts Diskizity dleims.

: 1. Gisesifiestiony.  Class 48 consists of the
Pre-gogquisition Produrts Liability CLELmE

. B0 Trestment: Hajders of Pre-hogelsition
Producky Liakility claime shall redeive nothif: Ivon
Recrganized Calt. The rights, 1T any. of “holders of such
Cialms. against {a) Colbew or {b]. the Produsts Lisbllity
Theutance Policies shall ‘not. be tmpaived under this Flarn

. For woting purposes; sach crass 48 Olaim-shall be
estinated 3t $1.09 uniesy the holder of suh: Claim mikes &
motion ten (10] days grior t the Confirmaticn Date to
asbimate the Claip for vobing purposes ab a-difterant
amonnt.

Gimms 8§  Coli Gebetsl Unsscured Claima.

3. - Crassification:  Class 5 consists o CEit
Genaral Unsecursd Tising.

: 3. Trestpsfts  The Holders of Bliowed Coit
Genaral nnsecurédfalaims w11l recwlve their pro rata share
of 23,588,000 in cash plus any smsunt pald te Lulfo, Coopel
& Company pursuant Lo ordsrs antared By the Bankriptcy Coust
that Zeifs, Coopsr & Cdopsny is required by Final Grdeys o
disgorge. :

The fupegeing consideration. shall bd. distributad
16 holdere of Kllowed Claims in Cluss: % onthe Effentive
pate; provided that any portion ¢f such conaideration thet
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comes due by ressen 6f disgorgenent aof fmes by fulfal cisc‘pe:
& tompany shall be Aistriboted vikhin & reagenable tine
after such funds are rereived from folfo, Cooger & Company.

clasa 3 Colbec Claime.

1. clasgifioation: ciass 6 consizbg L tha
poltes Claing against ColE.

3, . Trestmeny; ~The helder of the coltes clains
will Be treated in accordande with the Coltec Seteizment
agresnant. . .

cimesm i FAESE 4 WAy ciaings

1. sl £ignt ©lass 7 ponsists of the
tater + WAY Claims dgainst coit

2a Treatpunfy. The yatsr + Way Slaimsowiil e
traatsd in accordance with the Wager + Way Bertlspant
hgrecnshi. CARONG ebher things, the sefilenent Agredment
will provide thail £ait pejecte the Hartford Lease and that
ot Ehall ey Watar s Way $350, 000 in sagh upot tha:
Effective Dabte.  The settienent ig &lsa sondltioned - apen
certain undertakings By Coltes to water + Ways

1f the Hater & Way Settléasnt Agreament is not
consuarated, then either. [AY. the Debitors Will assume Lhe
Fiorkford Lease in ‘ascérdancewith the condicions sukiinsd b5 . i
the Motion to dssums or Rejacht the Haptford Leass; of (B} :
e Debiars Will rejeckt the gartford Leass in aongrdance . | !
with the Motien to Apsume O Pejzot the Hartford Teass and, H
e T vassintion ol the Debtors’ ohisction o ihe Claiss of
waker + Way,.any Bliowed Colt Coneral Unseowred Claim il
be. pEidoon terns 0o jesd Iavorablzs than t;h::smpnwwed =<3
noldsrs of Class § Claims.

Sipss 8% Eelding Intersompeay ginims,

; « Clagnisd Gops ClEss g sonaistes of the
Holdiny Interconpany Clains. ;

25 ssbmenips  Prior: to: the Herges, Hoiding
shail trapsfey the Brlding. Intarcnmpaﬁ?'chim,; afoer setoff
of the Colt.lalercospany rlxdw, to.Colt. Holding HiLY
rapeive the Neltl-Farty Raloage:

Glasa ¢ HEne Partosrsilp olaims.

5. gimss. 9 consiEts of &1L Hann

partnership Clalny agninst the Debhovs,

-33
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R Frgatmenty Upen couplebicn af the
transavtions: contenplated in ticle VIL, ZSaction D, the
COL;. as assignes of the Olass 9 cial 3, shall redeive $10
wil¥icn of New Colt Holding Pretarres Srock.

Qlese 251 OLA Commen Brook of Gult.

1L Claseifidation: Clase 1H cangists of the O3
Lommon: Stock of Colt.

. 24 - Treavment: The holders of Old Commen Steck
ol Colt shall recalve mo distributicn pursvant te the Dlan. i
Bach share of Old Coupon Stook shall bBe canceled and .

extinguished: by virtue of the Harger and pursudnt to'the

terms of the Definitive Bgresmént.

=35 Classiriestion and Yreatnwnt of Claius Ssssrted Rusined ;
Helding. : T {

Clazs. 31s Bank Clald dgsdost Belding:

. A Clasgsitication: 'Class 1T gonslsts of the Rank
Claim Agzinst Holding.

o LR kT‘reatmmt; CThe halder  of .tHe Bank Claim
Agalnst Holéing shall receive no distribition frem Holdipeg
pursuaant to the Flan.

Ciasy 12: Felding Genecal Ummecured oisims.

1. elzssiflestion:  Class 52 consists of ail
Holding General Unsecured Claims.

2. Ireatment: Holdars of . Holding  General
Unsgcured Clallhs w111l receive tig distrisurion purstant 1o the
Flan. .

Clasp 137 Coltec Clalms.

oX. o Llassification:: Class 1Y consists of the
Celtec Claime against Holding. -

- 2. Treatment: The holder of the €olves Clalms
will be treated in scoordance. with the Coltec. Settlanens.
-Agraementy :

Clams 447 Celt Imtetcompany Clwim.

L. Classificatisg: - Class 14 conSists of the coit
Interconpany Claims.
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2. Traatwents . AL1 Cole Iatercompany Clains witl
be offset. against the Holding Xnt cr»empany Chafm.-

Si’gps 135 Uaw tha Chaiss .

L Classifloations Clase 15 cohsists of olgins
Fox principal and acorusd inteiesh arising pursuent to Yhe OLR
Hote,

2. Trestment:  The holdey of the UaW Hots Clains
shall receive mo distribiticn pursbant. ts the Plarn,

CLlays Lﬁ: Qld garies K Praferred Btock.

1. giassificationt - Class 15 consists of the old
Seriss & Freforred Stocik:

T ngafﬂgﬂ The. holders . of 0id . SeFise &
Braferred Shock ohall recébva no ﬂistributian purstiant o the
Plan

Clags &71 014 garids B Prefecved Btask,

L Slomeification: Clasy 37 consists of the old
Serisg B Preferred Stock:

g Fa: o Teautmenty The holdsrs. of Old Series B
Preferded Stock shall recsive no Bistribution puravant Lo L
Blak,

Tinms. 19 ald Farrants of Holding.

i Rlassisipation:  Clase 18 consisfs af the 0ld
Warrants af Helding.

: . 2. Trgetments The hﬂldars of the Qid Warranis of
Holding shall receive no disgtoibution pursuant. o' the Flan,

Clees Iy 0id Sommos Steck of Holding.

1. Laseification: Class 19 consists of ths 014
fopmon. Stock of Holding, :

2y Rreshwent:. The holders SE 01 Comuony-Stosk-af
Holding shall receive no distribution under +the: Plan.




IV,

TRENTEENT OF BESCUVORY
CONTRACYS AMD UHENPIRED LEASES,

B BEzwnption of EEscutury Contrasts snd Unsgpired ledess

Supjsct toothe reguivenants of- Sections 365 and. 1191 of
the Bankruptor Code, 81l ekeeutory Contracte or unexpives
leasds of the Debtors that have Been suheduled &a sush in
sehedule ¢ of the Debtors® Schedules £1led with the
Bankrupteoy dourt and thst have uot. baen rejected by the
Dektors in accordancs with the Wew Investor Agreement znd
thé Dafinitive Agreement or pursusnt Lo dh order of the .
Bargiruptey Court or ace pot the subject of pending’ appiiza-
tiong To reject st the Confirmatisn Date, shall be ssgiomed
by Deblors on the Effective Dats, Bntry of the Confirpatisn
Urdar Ly the Qlerk oF the Bankriptoy. Codrt 2hll constitute
2pbroval of such assumptisns pursiant Lo Sactlon 385 of the.
Bankrupioy Code.

I any party L8l an executory contract o unexpireyd
loage which 1s dasmed agsy purstant to fhe Blag chjects
tosuch assunption, the Bankyiptey Court may donduct g
hesring on such shiestion at bhe Contirnation Hearing or on
any dabe whick {a-elthsr matually ngresable . to tha partiss
or £ixed. by the Bankraptoy Coeurt, . A1 payments o oure
defaults that way be reguirsd by Section ISS(BY {1 of the
Benkruptoy Code shall be nads Sy Reovganized ¢olt, In the
event of - a digpute Teudvding the apount of ‘any wuch payientd
or the abiiity of Resrganized oalt to provide adsquats
assurance of Iurther perforbance, Reorginized dolt shall
make any payments reguired Ry Section 365 (kY (Y} of tha
Bankruptoy Code atisy tha entry of = Pinal Order 2ésoliring
such dismite or by sUch sther trestment as the partiss may
agres to on by subSeouently néving to Foject sush sxsoutory
sontract gr. unexpived lessa,

Bi Clabus Mrisisg Frow Rejesticn

ALY procfe of clsln with respest bte Claiws apising Lroe
the rejection of ekecutory contracis or unexpired izases
sust be £iled with the Bankruptoy Court nolater than. tventy
Raye siter the entry of the arder of the Bankvigptoy Oourt
authorizing sush redection pUT in nd event Iatier. tham ten
{10} days pricr to the Confirmabisn Hearing. Any Cladse not
Tiled within such Lime will be fovever karred from sesertion
dgaingt the bDeblors, tasip Eatated, thelr properoy .oe

CBeoyganized Colt, Unless otheiwige. ordexed by ‘the :
Bankriptey Oouark, 21} such Clajms ariging frog the Peijactlion
o executory contracts and unexpired lsazes shall %e treaved
86:.00LE Ganersl Unsecured Claims under the Plan.  Any slaisg

g
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arising frew rejection of éxecutory oentracts snd SnEXpiTed.
leases that are nat ‘resslved by agretwent or By Finsl Ovder
prior ko the Confirmitien Hearing sbal) be sstimated By the
Bankruptoy Cowrt at the Confirmation Heszing for Purpases ol
the Gisputed Claims Eserow.  The amount dlstribuiable under
the Plan for any stch Clain shich subssgliently becones an
2lloved Claim shall rot sxceed the zwount 86 estinated and
Fesaived., ‘

Vs

ACCEDIANCE O RRIECTLON OF pLim;
EFFECT OF REJECTION WY ONE OR MORE, . -
CLABSRSOF CLALES OR INTERPATS; CRAMDOWE

He Clagses Batitlsd € Vote

Classes 2; ¥ 4R, 4B, 5-9, 13 gad 14 shali be deomed
impaired for the purptsse of the Plan and shall be entitied
to wnte separstely to adcept oy rajest this Plan.

Class=a 10, 11,33, and 15-1% 8kall be deenéd iwpaived and
shall ot be sntitled to volte on the Flan becauss such
Classes are dtepsd to have fejettad the Plan marsuant te
SEction 1L26{4) of thé Barkruptoy Joda. - Olase 1 is deomed
Gntmpeirey and shall not be entitlsdi e vote to acospr or
réject the Pian.

B ilass Aoceptance Reguiremant

#n dmpaired. Clase of laied shell have scuepted the
Blan 4f At least two-thirds {2731 1in dollzr ancunt aid more
than grie-nalf {172} 10 pumber 52 tha Claims of such Class
that have voted i the Plan’vate £y acoept the PFlan,. pur-
stant td Seetion: Ll26(c) of the Bankruptcy Dode.

S GEendows

i The Proponents bay request confirmation of the Pian
under $ection IL29(b} of the Fankrustey Code in the event
that any impaired Class of Clelms sbail fall o acoept the
Plan in accordsnce with Seotion 1139(s) of the Bankruptcy
Code.  ‘Pursuent to Sedtion 1329(k) of the Bankrupbidy' Codse,
the Flan may be confirved over the ehisction of 4 rejecting
Class. i the Bankruptcy Court detargires st the Confirmation
Hesring that the Plan “does net diseriminate unfairly™ dnd
s 7fair and eyuitable” Wil respect to any such Classgy
‘Howavar, the Plan cannot be confizmdd; ‘and the Propopents
will mot seek sonfirsstlon. o2 the Plan, inthe event that
ary ane of Classes 3, 5. 6, 9 @r 13 Falls o accept the
Plan.
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B Bent Intupest wear

Botwithatanding acdepkasice of the Plan, 1F Fower thah
100% of the drediters in.a Class sccept the Plan, the Cours
wast £ind, whether or not any party in intersse oojents to
confirsation of the Flan, thal the Plan .is in tha Best
‘Interasts of the holders of Cldims o Interests. BaniTuptoy
Lourts Nave gensrally defingd “hest inkelests az the
Eankruphoy. Code’n. remqilvasant that undse any. plan 6 rabr—
garization each member of an impaitsd Glass af creditora or
interest holders must receiva ar Tetalin, on ACCOUnt of fta
-elain or interest, property we @ value, a8 of fhe effsctiv
dats of Che plan; that iz net loss thin the amsunt . suoh,
creditor or. interest holder would raceive o retain If the
Debtor were limuidated dnder Qrapter 7 of the Bankriptay
Code,. The Proponents believe fhat the Plan is in the hest
interests of 31l holders of Clains. :

VI,

BEOVISTONE. OF BQUITY GRCURITTES
ESEUZD PURSDANY TO ¥RE PIAN

) 9 Hszger Agredmsnt.  Upon #ppraval of thh Diselosure
Statesent, ¥ew Colt Holding Corp., Hew Ol Boghisghition
torporation, both of which gre d£fillates of Siliha &
Comparyy and. fha Debtors shall enber Into an Agrecment and
Plan of Hergsr (the "Detinitive hylasvent®y subetantially in
the form attacked hereto as Buhivit a.  Usder ihe Definitive
Agreement, whith im subjest to Bankryptoy Court approval;
Hew Colt Holding Corp., in exchangs rfop pravwiding certain
funding, will scguive the steok of the reorganized debtor. by
meang of & merger Uetwean Few Colt Acguisition Corporatiog
and Calt. ‘Under the Definitive Agresmesit, New. Colt
Acquisition Corperation will werge with and ints Toily, which
will continue a5 the surviving corporatioh and be @ whie iy
sWned subtidiary of Hew Colt Holding Corp.

14 Wew Batities: . In dresv to effectuats the
trangactigne sontsnplated by the Bafinitive Agreement; wew
entitles ghall have boon formed. Kew Colt L.B., - Delaware
1lisited partnership (“Hew Colt L.P.e), will owr dndtially
21:5% of the compon stock of Haw Colt Holding on a folly
diluted pheis, Certain acoresited investors and REWLTS . Gf
ol manzgement will be the Upited pertnere of Hew Lolt
LiR. The geneyal parther of New Colt LB will be Hew Colt
Hansgement L.P., & Delaware limited partnership ("New Colk
Management L.2.%}. WRertain afflilstes and assocletes of
Zilkha & Company will be the iimited partners b Wew Colt
Mansgement L. P. The general partnsy of Hew Coin Managedesl
L:Pe will be Hew ¢olt management, Ind., = Delsware

B
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sebchapler- 8| corporation. ("HEMI»}. The sole shigrahelder of
WCMI will be Doneld Zilkda,

PN Harger Transsotion, Subject o cha Lebps and
pravisions 'of the Definitive Agreement, the Plan, Dalsvare
Sorporate’ law and the Bankrlptoy 'Oode, on the BEfantive
Date, Naw Colt frguisitinn Corporation shaly serge with and
into Jolv, the separste corporate existence of New LELE
roguisition Corporation shall censy, and Colt will SWMErGH S
The surviving corporate Batity. - 6ib will swigt after the
Effective Date as Reorganized Colt. Bolding will disecive
by operation of law. On the Effective Date, the aoerabicns
of Hew Colt Helding aid REorganized Colt will bs the
responaibilitiss of theip respective buards of directors;

Fs 0 Barger Punding.  Pursuant to the Definitive
Ayreguent and the Plan; Fow oglt Halding 9ill fund the Plan,
OF Cauze tha Plan te be funded, with 2o aggiagatie. af
526,789,754 plus payments to the Banlk Ghdsr Clatss iy of
the *Treathent «of the Bank ¢laip anid as described in €ha
Dufinitive. Agrasmant {the *Mérger consldarationdy. . In
aEordance with the Plan, the Herger Conslderation will be
used £ satlsfy 211 Rliowss Craims,  The Hergey
Consideration will consist of $12 millicn contrilnmeed by, Hew
Celt L. P ‘to New Colt Holding, $10 m31Lion It tern loan
borrowings by Wew Colt soguisition copporation, wad tha
walance iy horrowings: by Hew Cole Reguisitlon Corporation
under-a; §20 million wevolving joan facility.

4. Conditions Precedsat to Mabder,  Dursuant o
the' pefinitive Agresment the chligations of e Colt
Holding and Bew Colt Aeguisition Corporation’ fo bonsunmate
the werder are sublect. o, anone othars, the £6llowing
sonditicns, any ona of more of which way he waived: by gew
Tolt Helding or Hew Colt Acquisition Corpovation:

) {2). The Bsnkruptoy Cours #hall Wave approved £he
bafinitive Agreewent and the tiansactions contenplated
by e Dafinitive horeepent and the Hey Investop
Agreenent;

{B}  Hew Colt Bolding and wew Colt Aogulsition
Corporation shall hove antersd ints eRpleynent
agrzements with those individuals Ligted on Schediie
€.3(h}) %o the Tefinitive Agresmbent;

{2} Bew Cul® acguisition Corporation ahall have
obtained financing from one oo gore lenders of st lssst
§290, 000,000 on terns satisfnctory to Heéw Tolt E
Aeguisivion Corpdration, on or befare the day
fallowing the donclusion of the hearing on the
Disclosurs Statement, Mew Colt Soguisition Corporation
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shall Have obtained & comnitnent letfar trom &
Fimancial iastitution;

{4} The Tepresentztions and warrantigs of ©F
Holding and Colt dortained in the Definitive Agbeamait
gualitied az ©o materiality shall be Lrue, complete. and
correct and those not 5o qualified as T materdslity
shall be troe, cduplete wnd aorrect In 211 matsrial
aspeets,; ineadh case ub and ag.of the Bffectiva Tima
with the Sane fopce 804 effect 48 though mide on amd as
ol whe Bffective. Time:

(e} THére shall hive been. no materinl advarss
change in the financizl canditicn, asaste, or business;
of CF Holding and Colt, taken &5 2 vhole, nor sRsll
thers beany sopucranse), damags,. destruction of lose
whilch conld bave o Material Adverse Effact, as defined
in e Definitive Agresment on- Bolding and Colt, taken
asia whols, whethwr or'net covered hy insurance;

(). The cevensnts, appravals; autherizatisns,
limensee, registrationg, declarations. er fllihgs ghsll
have been abtained frow or made to, B8 the case may be,
the Departrent. of Defense, the Bureau of Alcohal,
Tobacto dnd Firesrns, the Ddpartwent of Comnerce, and
under- the Dafanss Produciion Act .of 1550;

{9} Thevoeltss Sstricnent Agreenent shall have
baenh exscubed and deiivered, shall have hasn Approvad
By & Finil Order of the Bankroptoy Court and. shall have
become effective, gubject anly to the acourgenee of thi
Effoctive Dite;

ihy 0 The Modified Collective Baronining Agreement
shall have besn &wecutead and delivered and shall have -
becose gffective, subject anly o the oceurrenee of the

Eifsctive Dake;

(L) The West Hertford Lesse, as modifidd in
rovordance with the Qoltec Settlement agrsement shali
Have badn asstmed by foll and ‘Asgiohed to Reotganized
Colt ag sutherized by Final Ovder of The Bankrupboy
Dourt, 4nd. &hall Heve bheen axacutad aud daliverad and
shall heve betons gffective, subiect anly to the
Bosurrance of the Bffective pate;

{41. An unstayed order confireing the Plsn shall
have been entared, :




B, Revised Corperate ftzuature.
2. Terms of Certzin Sssuritien ‘to he Issued:

{ay  Reorganiged Colt Commow Bhock: A5 & result
<f the Herger; in exchange ‘for the Hergew
Considevarion, ssch shate of Common Shock of Hew J0lt
Epguisition Corporation Issusd and outstanding
imnediately prior %o tha Efféctive Tise éhall
thersafisr reprasent ome vaiidly issted, fully paid- and
nofi-agsessatle share of Comwon Stock of Reorgenized
Colt  The sheres of Reorganized €olf shall have such
Tights to dividends, liguidation, voring and other
matters ag drs set forth ia Hedrganized Doltrs Hew
cercificate of Ircorperation and ws othervise provided
By Delavare Taw. Toriths term of the Hodlfled
coliestive Bargaining Agreement  {8pril 1, 1998}, thare
@wiltl be no dividends, shaire re-puychages; or other
cepital reducing transsculeny; provided howvever that
dividends may be paid 1f the paynentof the dividends
{1}, Awes mot ERsult 4n the total dept of Beorganized
Solt excesding. 735 of (its thtdl capitsl and {11} such
‘Gividends do nob dxgesd 0% of the snbdnt by wiidh
ERPTOR. (earnings before intersst, ‘tawes, depreciation
ang ancrbizstiony axeéeds 410 miliion for the year in
which the dividend id palds

vor the duration of the Nodified follechive
Bargaining Agreement, Reorganized Golt may pay = one-
time only capital dividsnd, previded that (I} 1t doss
not pesultin-ihe teotal debt of Revrganized Colt
exmegting 75% of its rotal capital end (i1} Beorganized
Colt has made Yrofit-sharing payments during the tvo
yoars prior te when the dividend will be paid.

) iur Hew Colt Holding Conmdn Stegk.. New Oolt
Hotding Common Stock will be lssued initdally .21,5% Lo
Hew Coit L.P. amd §.5% fo the Employse Stock rurership
Pran, ovsy time, the Baploves Spock Ownership Plan
2ili own I1.5% of sush stork onla TUlly dfluted basis
and managesent of Reorganizsd Colf may owh up o BL5%
of much stock en g fully diluted basis pureuant o
stock gptlon snd stock bonuk plang established by
Teorgsnized Colf and HWew coll Holding. —The Deblars,
e CDA, Hew Colt L. and: tha UAY mey elect Lo jasue
one orwore classes of sscurities with different vating
‘righte or liguidation prefersnoes.

(o) Mew Goiy Holdlsg bPreferfsd Stogk. Naw Colt
Holding preferred Btock in the smount af 510 nlilion
AHatl ba. issied undar the Flan to the Ctonnecticut
Devalobsont Autheority. :
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o LHPpOTHES. Govarnanay,

AfLer Eha Mevgsr, the Boards of  Divectors.of Hew [eheE
Holding and BRorganized Colt shall dach comsist &6
{i} Donald zilkha(‘wha‘shazl ba chajyman of the Board,
{il} Johin 'Rigas, {1iiy three individials Asgociatied with dr-
saploved by BilkHa s Conpany, {i¥) Ewo UawH reprasehtatives
{whe zhall share wng votel, (V)] ‘ene persen appointed by the
CO& and {vi} Ronald ¢ Whitaker, £ha purrent Prasident and
chisf sxecutive officer of Colt. tn sddition, John W,
Holies, currently vice president sndohief finaneial afficer
of Colt, shall be an ex officic mambor of the ‘Boards with
Such poWers as are specifisd in the bp=~Javs. of Mew folt
Holding snd Reormanized Gole. . #e. Whitsker will be
president dnd chief exebubive of. af Hew Colt Hording
apd' Reorganized ©olt; and ®r. Rigus will Be the Trgasursy
and. sectetary of wach. entity,

YIL.
MERNE OF IRVLEMEWORLLON OF SRE FLAN

The distribuiions contempiatied undar the Blan shall be
aompleted in asdordance with the Folizwing provisione:

B Plan Punding

Peorganized. Colt wilrt fund 4tz ol lysticns under tha
Blah as follows: (3} pPaywent of cash in the nmount oL
$26, THE, 754 plys the peymente to the Bark undey Clayse 2(c)
of the “Treatment of the Bank olgim® ana az agjustsd to
reflect the amount of Debror=in-Fossession financing
£ g on the Tlosing Date as set Lovrth im the
Defipitive horeement {the “cloeing Cash Paymentt);
{B) assumption of the (i) ("Defsrred Lipbilities"} asn
defined in Column IX 6f Phibit 2 Lo the Definitive.
Agreement 1n A% 2m0Unt not fo dxceed §3,879,765 End
(34} aodounts paysble, other working ecapital Yiabilities
incurred in the ordinary courss of busindss by The Debtors
#inge the Petition Date {*ardinary Courze Liabilities”) ang
post-retirement health and madical bern¢fibs whith ghall nae
gxcesd 524,000,000 in totul. :

Be  Cameallution of mpistiny gssuslcies wnd’ Tasohnse of
Recorganizetion Seouritiss

As - pesult of Lhe Merger, on the Erfective Datd, the
follewing transsctions will secur:
1. -Cancellation,  snnulEent and extifguishment of
211.0ld Commen Stook &f Hollding, wil 0I8 Comman Stock. of
Colt, all 03d Serims A Prefarred Stock, &11 0)d Series B

~3ge
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Preforred Stock and all Uld Warvants of Holding, all of
which shall codur dutopatically by the epening of businass
ancthe Bifedtive Date withoot further metice o order; and

e The issuance, distribution snd transter By
¥aw Colt Holding and Reorganized calt; respactively, &F tha
Feorganifation. Securities in nocordance with the terns of
Ehe Plan.

Ts Hew Cradit-Yaollity

. &5 part of the New ITnvestor Agrdemeht, Mew CO1Y
Acgulaitlan Corporation ha® agréed to arrange for nob Tewi
chan 320 million of Pinancing Lo Reorganlsed Oolt. New
Colt-Avguisicion Corporation will Have A commitment from a
financial institubien on oy befores the day following the
zohclusion of the hearing on the Disclosuvs Statansnt for
such financingy

B CoR Roguisition and: Contribution of Intellactisl
¥raoperty Lo Heorgsnized Colb

The Weke Partmersnip will convey 2il of the
Intellectual Property ko the CD& for $16 xillion in sash,
Ti sddition; the Hewe Partnership will be . entitled ta-
recelve cerksin dontingent payments frow wew Colt Holding as
22t forth in that sertaln Purchaze and Sale hgrasment AEOLEY
Ahe Hame Parcrershilp; the CDR-and WeWw Colt Holding,  The ¢DA
wiIl cenvey. the Intellectual Property to Hew Colt Holding in
ceturn, for 10 millicn of Hew Colt Woldihg Preferred Btack.
Ater the Merger, keorganized Colt will gusranty wp to $1:25
willion of the sbove-referenced poyments with respect ‘to the
developmért and parketing of the Mon-Firesrws Intsllsdtusl
Frogerty. = In consideration thevetor, New Colt Wolding will
licanss the Flrearps Intellectusl Property €0 Redvganided
Colt. ’ ’

R, o Hodifled ¢ellestlive savgeining agradssnt

The Debtors and the UAW Have negotiated the Moditled
Collactive Barguining Agreczent, on terss satisfactory to
Hew Colt Moguisition Corparstion, that will provide foy,
‘among othar things, the Agreed Wage and Wor¥ Pule Changes,
to be effective as of the Bifestive Date. The Hodified
Collactivi Bargaining Biredment &hall be sssuned by the
Eebtors and: shall be biading on Reerganized ©olt iy
accordance vikh Ll terms. )




¥ coniinudtion of Retires Baneiits

Reorganized Colt will Sontinus sfter the Bffschive Date
111 Ratirao Bamafits.

L] Zatilemant of Fomt-Boguisitisn Products Llahiliﬁy
Liaisn

Far parpesas of distribution ufidey. the Plan, the Post-
Eoguisitisn Products tlabillty Claing pending syainst the
Debtors as of the Petition Dete shall be liguidated by
setilenent among the partias or by mbjectxcn £ clalm A
deternined by the Bankyuptey Court or the United States
Distwiet Court for ihe District of Cotnectiout pursuahs to
28 BT RIS (5Y.

E. O Teansfar of Holding Intercomprny €laim

In-agoovdance With the Béfinitle Agregment; Holding:
shall: transfer to Colt the Holdding Intercospany Claip, aftsr
satoff of the Colt Intercompany Claim.

Yo Dlsselution of ﬁnlﬁiﬁq‘an&;ﬁiﬁdaﬂg of Bankraptoy Cages

After the Effective Date Holding shall be dissolved by
paratlon of Lav.

Afber the Effective Uabte, Heorgapized dplv and Bolding
shali. Promptly wind up their bankruptcy casens Reorganited
Colt shall fund Up £o 350,000 &Y sGch obher  albounts.as may
b mutially agresd to pernit the Debfors to. close cul Phelr
Reorganization Cases:

3 Revregtaent 4f dassts

The ptopﬂft3 nf the Bstatse of the Debtors shall revest
in ‘Reprganized. Colt ow the Effedtive.Date fres and clear: of
a1l Cleimg, liens; charges and s and et of
Creditore and holdsre of interest {gther than as-expressly
provided heveln). " Theresafter, Hew Coli Holding-and
Reorganized OOl may operste thelr businesses and mway ‘use; .
goguire and dispose of property free of Eny rastrictions of
the Bankroptov Code. ~he of the Bffective Dake, &1l property
of Raorgeanited Colf ghall be fres and clesr of all Clalms
ani ‘Interests, abd. 411 1leng, seourity interests,
ensusbrances, wiird perty rights, or Clalms of wny kind,
except 4o provided dpeclfically in the Plan,

% Mathod of Dist¥ibution Under the Plag

L In genersl. . Al Cashk dist;ibutiuns shall be made

by Reorganiped Colt in eécordance with The Plan.  Begsept as

g
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sat forih herein, Reorganized Colt chall #ake alil
Aisteributions of Cash pursuant to the Plan on the Effsctive
fiste ar as soon therssiter as is practicable.  The
consideration to- be disteibuted Bolders of Collf Génaral
Unseearad tlsins shall be deposited in @ segregated woooint
an- the Effective Date amd shall st a1l ‘times on and after
the Effective Date te held in trugt for the beneflt of zuch
helders.

- Hanner af Psymests Unfar Lhe Plewm.  Any payment of
cash made to the Bank by Reorganizsd ¢olt plirsusnt o tha
Pian will be made by wire transfar 4o the Iffactive Date
without ssteff. = ALL other payhents of Césh ‘mads by :
Rearganized Colt will pe elther by sheck. drawn on e dowestic
vank or BY wire transfar from & gonestic bank, at the opticn
of ‘Remrganized Colts

3. Beterrs.  Reorganized Coly may, but shall not be
Feguired ko, st off agsinst any Claim (other than tha Bank
Claim Against coll) and the payments to wade. pursiant o
the plan in respéct of saoh Clalm, any Clsims of any nEturs
whatdoever, the Dabtors may have against.the Sluimant, Dok
seithar che Failure o 88 ®o nbr the allovance of any such
Claim hereunde? shall constibute @ walver or relesse by the
Debtord of amy such Clain the Déktors may have agalnst such
claimant. e

4 piatrifution of Unolaimed Froperky. Edcspt as
oEharuize provided in the Plan, any disteibutian &8 proparly
(Cash ot otherwige] undsr the Plan which is:unslained afler
Six monthe frowm the dentirmation Bate shall be transferred
to Resrganiged Colbs " Botwithstanding the folegoing, all
amounts reserved 1o the Disputed Cladwes Becirew for flass d
Cisims in eweess of amtunts distyivuted therelngm for
fiisputed Claipg that subseniently bacone allowed Claiss,
togetner with the total avount O whclaimed funds praviously
distributed t6 holders of Rllowsd Claims in Class 5, whall
e distribuked proirata te-noldsrs of Allowed Cigims in
clsss 5 six BoRths sfter the Qiass 3 Bistribotion Datal

5, - pe Rinlsis pistiibutions.” ‘Fo.Cash payment 0F Legs
Shan Five gollars (55.00) shall be made Lo any Creditors

4. Bupiness Days. If any payment or ast under e
2ian s ragquired to be wads or perfurned onl e dahe vhat is
Aok & Dusiness Day, then the making of suech payment or the
performance of guch ot may te conplebed on the neut
sienesding Business Day, bt shall be duened To heve been
completed as of the regulred date.
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L Setilament of Litigetion and Welwsam.

.. PUTBUART to- Che terws of ifie Hulti-Party Reledss, @ach
of the Delitors, the: Bank, fhe COR, Coltec, “the UAW, ths Hane
FPartnership, together with its genersl an Ipited partnars
and gertain individuals ang antitdes affilistod with the
Hawme Parthecship wamed in tie Acguisition Litigation, Wetnr
+ Way and the Committes on bDehilf af ite mambers. New Colt
Aceisition Corporetion, and Hew Colt Holding Ouatp. e
bahslf of itsalf and its aharebsldars will {to the ewbént
Eherein provided] relsass ahd torever discharge, individe-
ally and collectively; sdrh of the other partiss thearete {or
Sertain of them, as tHe case nAY- be) together with such
party's present and former direct ang indivect subsidiaries
or affiliates, sach of fhelr pregent ard foviar shaps-
nolders, present and Tormer oifficers, directors; snd
Emplovees, present and Yormer attorneys, sdvisors or
copsullants. preseatly or Formeriy vetaines by any of them,
presant and formen agents; "and the predecess 8, TRl 5
urd - assigeg of 811 or any of thew from any end all olaims
(a5 such term is @efined in the MUlti-Party Relsase)
whatsosver, whethsr Known o VAKNONTY, EOrEsean or unfhbs-
Seen, liguidated or unliguidated, and yhether basss Gpem
Facts now Known ov. urknewn,. diresé or-derivicive, in law,
adniraley, equity or bankruptoy, against any of the partiss
Theretd: which any party or the affilists GE BEY party snd
the prodecedsors, succosors and ARELGNE 0f ANy oriallsf
then aver Jointly o dndividually hzg, now have. or heYeafier
«an, shall of may have for, upan;’ or BY SoEsen ol &Y
wattar, sause or thing whatscever from the Baginning &2 the
“world to the Pfféotive Date, Incinding, without. 1imitarion:
{&t)  with Tespect to the Bark and the COX, Cany and all clains
2pising frion, and any and all franssctions, releticnehips;
negotliations, or dealings relating in any way, directiv oy
indirectly, ‘to any-and all loans, Gradit scoomsodations,
seyvices, o usks of The Eoragoing dnder and ineliding tha
Credit Agreenent nd the FostePetitinn Credic Boresfient . any
okher sgreemsnts entered’ inth, or nakes, or other dusoments
exaciited in. connaction therswith or as an sadunct or supples
ment. therdto or reguired thersby, and any prior; agreements
urder which the Bank (or any of itg Prededessors orf sucsss-
sors] gede’ lodns of sxtended credit oy any servios or o
acoomsedation of any type or Kind whatscever o 6t on bahalf
of the Debtorg: (b any and ail claims asgerted i, oy which
reléts in any vay, directly or indirsctly, 4o clalug
assgried. in connectian with (1} the dolt zomileition,

{11} the Mame Partnership Lithgation, (LEL) thae Avmitsition
Litigetion and . (i%1 the Nane Partneeshib Hokey (o} Witk
reapect to.fhe-Bank, Coltec and the Mima Partosrshlp; any
and sll claizsis that have Deén of would have beenw asserved in
any syoidance aciions, or other proceedings relstive o the
Debldrs, Debtors-~in-Pogséssion or tha Estateas, in any way
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eitingcted, dirsctly o indirectly, to sny payment’ 67 tiadg-
Tay wads of any Ader, security Intersst or orhes ancinbranos
granted Yo, of for the bendfit of; any of the Bihk Released
Parties, the Coltec-feléased Parties of the Wams Dartne shiip
Relsaged Partiss (as such Larms ave defined in che Huleie
Party Raleasel; (&) &y and alY clains arising Fron or
relating in any way, Qirectly or Iindiractly, to She Formula-
tien, negotistion, implewentation, confirmatisn or COnaRmE
Tion of the Plan or DIsolesurs Statement ¢ o Eny orher
sonkract, instrument, Telease, or ather ayrasment oF dogu-
ment eveatsd. in conngction with the Plany and {a) any and
all elains arising froh or relating in any o Sivectly s
indirectly, to the ¥arger purssant td the Definltiva
kgreement 45 contamplated By The Plan.

Nhtwithstanding1the‘farég@iﬁg, nothing in the Malvi~

BRelezse shall in any way relsass auy- party from it
gabtliong porsuant to the plin, the Definitive Agresment
of the Plan Documents: (as @efined is the Hulti-arty
Reinase).  Withour Ilimiting the forsgoing, nothing Yerein
shall opersie 23 & relesze of any Tlaiws by 2 Releasor

¢ pursdant tor. (a) that eeriain Purchase and Sale Agrasment
: dated #s 0f August 18, 1994 sHong Che Hame Partnership; the
CHb and Yew Colt Holdingp (k) Chet certsin Ssthlénent
Agreenant dated as of-August 16, 199d amohg Celtec; M
Caolt, the Debhtofs and the CDA: and (o} Ehat certain
Sgttlement Agbesnent dabsd sy of AWTUST A€, T894 apbng
Coltas, Water % Way, the Debtors and HYew SQalt,

M. AvAndonsient of Drafamendes And Gifier Betate tauses of .
netion cd

! Heither Hew oolb Holding, New 051t Aeghisition corpsras

: tion, Redrgdnized Colt, nor the Babtors-in-Posseas ion. nor
gny Ferson. claining ob belialf of the Debtirs-in-Todsansion
shell somfence: 5t conbinue wnay pretereice; frandulent . R
sonveysnoe of other avoidance acticns after ke BEFfsotiva NERT
Bate {end any: such sotions which ave pending shell be Sy
Giszeontinued with profudice and witheut coste no later than )
the Effective Date), nor shail the Debborwin-Ppssession at
ahy time assign, transfer; or otherwise conmiey or grant any
intersst in any of suech clains or caudes 4f ackion,

Wotwithstanding the foregolng, if tha Water + Way
Sekil £ kigiacne is nut cops e, Besrganized Solt
will continue any preference’ or other cause of aoclod the
Dehtars and Debbovrg-in-Pomsdssien may Have against Water +
FAY . .
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o Cpost-Uongtmmation Fees aud Supevses

Feorganized Colt shell pay -alloved fees and expenses of
professiconsls’ far post-Consummation sevvices upon such. Lerks
and gonditions as are agresd €0 amoiy - the Dektor, the
Uommitize, the professionals and Resrganized Colt and as
approved By the Bankruptey Court,

704

PROCEDURES FOR RBSOLVING
DISFUTED AND COWTINGEWT OLALHS

k. obisctlon osaditne : §

Prior te the Gonfirmatiog Hearing; objections to bilalise
{other than Allowed Cladms) shall be £1Yed with the
Bsnkruptey: Court and served upon’ the holders of eauh 2L tha
Cizime to which gbjsctions dre nade.

B ¥y pintriputiong Ponding Allownnce

Hotwithstanding any other provision of the Tlan, e
paysent or distribation shall be made with respeot te sll o
any. portion of @ Dlspited Clalw unlese and until such .
Dispused Claim beoomes an-Allowed Slaim.  The pakimum. amcunt
that ehall ke distfisuted with raspsct to 5 Class 5 pisputad
Cladm that Sstcmes an Alltved Claim aftor the Confivmating
Hogring sfiall be the.amsunt reserved inthe Bisputes Slaims
Estrow with véspect to such slain pursuant to ordsr of thH2
Bankruptoey Court.  Sohject to the rraceding sentence,
Baorganized Dot shall withhoid fr¥am: the property to be
distributed tr 3 Olass om the Bifecvtive Date; under 4he Plan
an-amount of Casy sulficient te be distriluted on Bocoult of
all Digputed Claims in sudh Clage. The withhald anount S
shall e placéd in the Gisputed $iaims Bscrmr. et

£, Distributlsne on Koeoist of Dipputed Clzims

bisrzitutions to esch holder of a Disputsd Claim,-to
Eheaxtent that 1t becoses an Allowed Clainm; shali be mede.
out of amounts of Cash weintained o ths Dleputed olaims
Eserow dn mgcordance with &he provisions of the. plan
governing £ha Class of Cldims to wiich the Allowed flatm
belongs, At opprior to the Confirmation Hesrling, the o
Bankruptoy Court shall establish the amount Lo be reserved [
for eadii: Migputed Claim in the' Disputed Cleime Esdrow,
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e
CUNSTFIONE PRECEDENT
& Conditiens wo Confizmaticn

The following are conditions pra\::eésnt e confirmavion
of the Plan; unless walved: pursuant o dveicle I {8z

R CBA shall have snbered into an dgreeacnt to
acquire the Nawe Parthiership's cight, Litle dnd
interest to the Intelledtual Property {dndluding the
Nare Parttership Cliles) shd QUL 2hall Have -entersd
insocan sgresment with Reorganized Colt or its
sEFitiats’ which provides €or the copveyatce of tha
Pirearis and Hon-Firearms Intellectual Property and all
prossede thereof pursuant bo Arvicle ¥IT(D) hersof; .

1o P o THe Colten Sertlefent Hgreement shall have

3 baen -ekecuted and delivered, shall have been- approved
by sn order. of ‘the Bankruptcy Tourt, and &nall have
“hetime effpctive; subject only to the ovourrence of the
Effective Date;

3. rme West Hartrord Lesse ss acdifies in
soesrdance with the Coltec Settlewent Agveemsnt shall
Haie badn exsumed by Colt as authdrized by an srder of
the Bankruptoy Couxt, -and shall have been expcuted and
deliversd apd zhall have becoms effectlive, subjses only
£ the ooourzeans af Theé Bffective Date;

o4y o The Hodified Collective Borgaining Agreement
shall have been dssumed. by Colt as avihovized by an
srdar of the Bankruptey Court, and’ shall Have been e o
expciked and delivered and-shall have bacohe sffeciive,
subject anly €O ths ocourrence of the Effective Date;

%, fhe Multi-Party Reledse ghall have been ;
eyecnted: and: dediversd and shall have becone efféckive; EERs
subject only o the sccorrence of the Effective Dater

: Ha The adpinistrstive Cleins for lnpaid Yess.and
s sypenses of professivhals, other then ZE1in, Cotbey,
ineurred before December 14, 199% and payable &n the
Effsctive bate pursuant to Section IT,5.5 of the Plan,
shall nob have sxveeded :§2,724,800; and

7. The awount ef Allowed Clalss in Class 5, when
goabined with the aggregate amount estinated and
raserved For Clmims whish have not yet bsoen alloved,
and@ which, if alloved, would be Clsss 5 Allowed Clalms,
doss nok Sxceed 57, 100, 00000,

SR G
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B, fonditlons v oonswmatien

The folloving dre condificns

: : precedent o consumation
of the Plap, unlsss waivesd PUTSEAL

t o Article I

1 The Confivmaticn Crday shall Ravs been
enterad, in form and substande soceptebls to fhre
Proponentys, e Bani, and New ‘Colt Aeguisition
Sorporation,  and sEEll have beoome & Final Crder';

2e 0 The Mew Credit Agreduent Shall Bave basn
execubed; deliverdd and ahall have becéms enfarceable;

1o cba shell have acquiréd the Tateilsceunt
Preperty ‘aid donveved tha Firsarms and  Non-Fiysarms

Intellectual Property pursuant to Xrtiole VIT (D)
hereot: )

%y The -opders approving {ay the asmimnption af
the:Modiried Cellsctive Bargaining dgregment; (o) the
assuppilon. of ‘fhe West HartTocd Leage; and (o) ths
Coltec Sebtlemént Agrssment sBall have bacoge Final
Orders: ang ‘

. - The CloEing. as' defired in the Definitive
Agreamant shall. have waonrred.,

&, Fudvar of ‘Condibions €o Tentirnation or Cumzaﬁm&ticn

The vequirement that 2 parkicotar condition Yo Coneire
Bation oy donsummation be satistied nay ke waived {u whols
or inpart by the unenimous wrivten eoisent of tha
Propoments, ‘Wew. Colt Apquisition Corporation-and tha -other
parties affected by such waliver, Conzistent with the above,
(a) the £ifth condition te Confirkation set-furth in
Artigie LZ{R) of the Blun {partaining te the Bulti~Baryy
Release) dnd the Tirst eandition to Consummation wet forin
i Arkdoie IN(BY{E}) pf Lhe Plan {pertaining te the
Confirmation Ordar) By wat be vaived withoiE ks nrior
consent of the Bank which whall be nanifssted S weiing
signed BY¥ an officer of the Bank; {by 3ny tendition to
confirmatlion ang . Co mmation whish affests unsecived
creditore may ke wiived snly By veittah instrumenk P AP
by or onbehalf of the Commithee; (¢} amy. conddtion to
Confirmetion and Constmmation which affemis Cottec pay b
waived only by written lnstitient syesubed by oy on Behalf
Of ‘Colten; and (d) any sondition to. Confirmation and
Consummation which affects tha UAY may be walved anly by
weitten inetrument evedutsd by or on behelf of the Uay,




z.
EFPECT OF CORFIRMATION
. . Dlscharge

Unlsse otherdise. speclfieally provided in the Pian s
of the BXfective Dake, Debtor is discharoed fram any. clal
and any “MdebtY fab that terh = defined. in Section 1DLS) Bt
thie Coflel, (*Clalns®) and; Debitoris IiaBidity dn raspsct
thereol is-exblupiished completely, whether rsduasd ro
judgmanit orinot, “liguidated or unliguidated; centingent or
napcontingent,  asserted or unssserted; legsd oregquitable,
known or unkhows, that arose” from any” agresment of  hetbor
siitared Into ot obligatlon of Debtcy idcurred bBafore the
confirmation Date, oy from &Ry conduct of Debter prior e
the Gonfirmation Date, - including, without Umitation, sii
interest, &€ eny, on Aoy such debts, whither such inforgst
agerued baiore or after the date of comwencement of the
Case, and From any 1iapility of & kind specitied im gections
SGaigl . BCZ{HY mnd S02{1) of the Cofle, whather or aot &
proel of clell is Tiled of déencd £iled urder Sdction 501 a¢
the Cdde, such Cladn is alloved under Sectfon 507 of the
Cade, or the holdsr of Bush Clain has zocopted  the Plazn|

The rights afforded in the Plan and the freatment’ of
211 Craditetrs: poovided “herein sha be im exchande Tor and
in coaplete zalisfaction discharge and. ralesse of &il Ciaims
ofany natiurk Whatsoever, knowm of ﬁnknnwn,kaqainst;the
Debtors ar any of thelr respactive Estates ar properties oF

Ankerests in property. Exfept as’othervisze provided hevsin,

upern the  Effective Date,. 411 Clains agaiast and Intereste: in
the Dabtors will be satisfied, dischargdd and. relesged fn
fedl in exShange £0r the considevation provided hereundse.
&L Persons shall be preciuded from ity against the

‘Debters; thekr predecesors, their ‘suceessdrs (Including Wew

Colt. Holdlng, Reorganized Colt and Mew Colt L.PJ} or thelr
respactive asSets of propartias, any other Slains based upon
any act ey omission, transaction or obler Activity &% asy
kind gr natuss that docurred privr to the Effective Date)
sesepl ag expressly permitted herein.

e Indudetios

In addition Lo the injunction impoded pursuaht td
Section 1141(d) of the Bankruptey Code, upon consusination of
the Flan, the Confirmatian Order 3Hall sonstitobs and pro-
vige for:an ibfunction by the Pankruptcy Court. sgainst ail
eraena Lrda o ing dr coptinuing any action of procedd-
drg: with respest €o & Claim sgainet or ‘arfesting she: .
Debtors,: Neév Colt. L.F., ¥ew Colt Holding, Seorganizad Golf)
ox any property of any . sdchentity oF any dlzect ox indiract

o




transferee .of why property of, or direct or indirect
suetsssor in intersst ro, any of the forsgoindg.

¢. BAditiedel tojunsticns

The Donfirmstion Order. shall provide thaty ow the
sffestive Date; w1l Lreditors, 211 holders of Interests; Hew
‘Lalt heguizitian Corporation, Reorganized Colt, Yew Onlt
Holding and its shareholders, and =il otfer partiss in
interest in the Regrganization Cases, shall be enjoineds freg
the: compencensnt ‘o contingation of any dckion or procesding
at Yaw o dn-equity (ingluding without limization, any
action or. proe iny gesking dndennifitation or contrilue
cion) relating to fa) with respect ©o tHe Bank and the $02,
ariy and &kl elaims {us such terwm s defingd dn She Mulyls
Bacty Relssse) arising from, and sny znd all transactioss,
relationehips, negetiations, or dealingd relntiny in any
way, directly or indirectly, o eny and all loans, Gradit
soconmadations; serviges, or uses of the foragoing wnder sod
inelnding the Credit Agreement and the Posipeticion. Sredit
syTEenent, ANy . other agrecments Entared into] orinuies, or
other documents expouted: in connbction therewlth of as an
adjunct o supplément therste .or reguired thershv, and. soy
price agreenénts wnder which the Bank- (gr any of its prede-
cessovE OF BUCCeSSors) mate losns or ewtended credit of any
sErvigs o) ascommodation ol Any type o Kind whatscever to.
or an hehals ol Che Bebtors: (b With vespect to the Bank,
the £04; Coltae, apd the Mame Partnership. any snd all
clmima dgserted inthe Aeguisition Litigetion or the Nams
Partrobehip Litigation, or whigh relate in any way; dirschly
or Indirectly, to claing which were or could have Dbeen
asperted b the Debtar pr any Credivsr in conpectlon with
{4y, the Cokt aomuisition;: (i1} the Mede Partnévship
Tivigation, LY the Eogquisivion Litigation and [iv} ths
Hame Partriarship Note;. tol with respect o0 the:Bank; Caoltes:
st the Wame Partnership, any and all claims thai have hoen
gt Sould have Meelasserted in aveldants actions, of other
procesdings relative to the Debiors, Debtoys-in<Possussion.
wr the Bstates, it sny Way- commsoted, dlrsctly or R
inditestly, ko #nyt paynent or tesnzfer made or any lien,
gegurity Interest oriother shcusbrance granted te, or Lor
the benel it/ of, any of the Bank Reledsed Paviiss, the Coliss
Relexsed Parties; o tha Name Partnership Relsssed parties
{as such terms ars defined in thé Hulti-Party Release); and
(4} -any sivk 8ilclales srising from oy pelating i amywsy,
directly or-indivectiy, te the formulation, negotiatien, 7
implementation, confirmation or onsumsation of the Plan or
pisclosurs Statesent, of any sther contrsch, Instrument,
Telease; or other &y oy dex k- orented i nnEe
tion with the Plany and (e} sny and sll clalue arvising froe
or relating in any way, dirsctly op indivectly, to the

Pl
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Hergar pursuant fo thé Defi
by the Plan,

irive Agreemant as cantsnplated

Hctwithstandinq the Fare, Qing, no Beledsod (a3 dagy
inthe Hulti-rarty Release}~sgall bg enjoinad frém tneflhea
soumencement or continustion of sany ‘motion or prUCaeding
AQeansl any party that {8 now & Relsssed PETLY nawed (as
geiihgd in the wultisparty Belaaze) with respoct to such

elaasor,

. ®e Bucossgor Tishlitey

Expept an otharwise expressly srovided in the . Plan. or
TheDefinitive Agreement, Wew colt Holding and Reorganined
Telt dd hok, bursuant o the Plan; the Definitive Agrsemant
oratherwise, assune; agree Lo porforw,. pay, dischiarge or
indennify Crediters aysinst. or stharyise have any
responsibili Tor; Any liabiliviss er abligations of
Debtors, fiked, contingent o atheryiss, known or ﬁnknawﬂ,
FRisting v or erising sut of the sperations of o apsots o
e Beblors, whether arising prior ta, on ar after the
Effective 'Date,  Meither Mew Colt Holding, New Colt L.®, R
HeW Colt Hanagement, L.P, naop Reénrganized Colt $& ane WITL
be, '3 suocessor b any.of the Debtore by vasson of any
Thenry: o Taw OF edqudty, cand-nona Shall Have any duccssscs
of transferes Lisbility of any Kind op charagher, eucept
that New ©oly Hulding and‘RearganiiedkColt Ehail assumd the
cblioations. specitied in this blan, the Debinitive
Agreswents ot the Confirmation. ordmg. i

T,
RETENTION OF JURTSDTOTION

The Bankruptoy Court ‘shall have exdlVmive Jurisdistios
of a1l waiters syising oot of, and related Lo, the
Reorganization Cases and the PIan purseant e, and fos the
purpozes of O Sestiens 10518 and 1142707 £he Bankruptay Cods
and for, inter Elie, the fallowing purpossss:

1. o hei and debermine pending sppilicstions
for the ssswaption or rejecticn of sxspubtory contragts
of uneyplred lessdes or the sshudiption and ns fonmeht,
ag the case may be, of exscutory contracts or-Unexpired
leagds o Which either Dabiter is & party or with re
best to which aithed Debtar may be limblia, #nd Lo heay
and determine the sllowance ol wlsina feaulting theres
fromy. R -

4. - To determine any and all pending zdversaty
procesdings, mppileations, and contested metiers:

o o

i
H
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pe To ensure That cigtributiens ts halders of
Allowed Claime are acconplished as yYrovided heredn;

4. 16 hear and-datermine af
o the allovince oy estipstion of Claiwe F£iled, Loth
Befors and a¥cer the Sonfirmation bate, inciuding ‘any
whiettiong to the classificaticn of Amy Clain ew .
Intersst, and to allew or disallow any Disputed Claim;
in whole ap in psee; :

¥ oand all objections

£y Td;resﬁlve‘issues atising With redpect
Frodugte Liaddidey Cisius:

€, To-Pesalve issies with Tespect to Brviron—
mental. Olaiwss i

. Fe o TOrasOlve lssuss With respect ko the Plag
Documentsy .

6.1 To snter and inplement such. ordars A8 WAy b
appropeiate in ‘the event the Confirmation Order- 18 for
BNY Feeson stayed, favoked, moditied, or wacatad;

) o0 %0 dssue sueh drders Uy @14 ef erecntion oFf
the Pldn, “to_the extent authorized by Sacticons 39%(s}
and 1i42 of the Bankeupteoy Sods;

30 To consider any podificatlons of the Plan, to
cure: any defedt or eniseion, osp ta zaconclle any incan=
sistency in any ovder &f the BanKraptoy: Court, iaclud-
ing, without Iimitation. tha Contirmetion trdey;

1l Yo 'bear and determing aiy applications far
collpensarion angd reinbursement of profassional fess
urder the Plan or:pureuant o Rections 538, 53%;
BOZ{b); 11yl iand 1128{a) {4} or the Bahkroptey Codey

12 Te determine regquasts for tha payment of
Claips entifled to Priority endér Hention SOT LAY {2Y of
the Bankruptey Cods, ingluding conpinsation of and
reimbursesent of expenses of pariiasg entitisd therebeas

i3, To lear and detdérmine disputes avising in
conmection with the interpretation, dwpiemantation, &y

Cenforcapent. of tha Plan, including disputas arising

under “Wgresmenta; . do fE8 ox o anstruments exesuted in
connection with this Plan othar than sgreements with
Zegpest Lo the sequisition and transfer oF ihe
Intellectunl Property describad in Avtisls VII{H} s

4. To hesr and ponsider any matters relating to

the Tiapility of Hew Tolx Holdling oF Reopganized ol

i

¢
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With respect. ko Elaing

arining Betsre Yhe Effs
Datay

ohive

15 To recover ail assets of the Debtors apg
PIOBOYLY of ‘the Debkapat Estates, whergver
Ioonted;

8. To hear and dsternine w3y
2tate, ‘local, and fedaval taves in
fections 34s, 505, and 1148 of the
inclading; bat not Limited to, mat
Debtopsy ability £4
atiributes:

teErs condarning
acoordance with
Bapkruptoy Tidde,
ters ConcErning the
USE OErtain of the Debtore’ Ty

. 17. To hedr wny othar watter not inconsistant
WAtH the Bankroptoy Code

18.. . Yo consider and ace upon. the CORpTaRiss and
sattletient of any Claim agailnst pe Lause of aotisy on
Behalfl of tha Debtore or thels fstates: ang

19, To enter & final dedree olas

ing Lhe Réordnni -
zation Cases,

zI1:
HIBRELLANHOUE DROvIATONY

EN Governing Las

Unless morule-af law o procedursd 18 supplieq By
federal Taw {incivding the Bankiuptoy Tode and Bankrupfioy
Bules] or the general Sorporaticn law ©f the State of
Dalayape  tHe faw of the Stata of CormeEcticut shall Qrvery
b cﬁnstructian~and~imgleuenmutlan @i thp Plan and. any
agressents, dotuments, and instruments executed in conmgcs
tion with the Plan, except as otherwise eupressly stated. is
any such agresmang, docunent ar isstrusant,

B.,  Bastion Hes&imgy

Thag Séatiun‘headihgs wontaltied in the Plan ara faz
referencs pirposes anly-and shall not affact, dncany way,
the mzaning or infekpretation af the Blan.

S maevarsbility of Plen Provisions

In the event bhat any provision in The Plan is Aster-
sined to b= unenforcesble Toilowing the Bffective Date,
wiich finding dbes not Fdvarsaly sFfect the digtributiong
hereunder, then susl Brovision shall b2 severabls from the

ed Ha

h
i3
4




132

Blan and shall in ne wvay limit or affect the entorcaanility
and operative effect o any and all other provisions hepsor.,

L. witliholding snd Reperting Wewulrssants

I conniection with thg Plag snd 211 dnstrusents igsaeg
it connection therewlth and distiibutisnes Chareon,
Bavrganived ol shall’ comply with a1l withholding and
reporting ragquis, imposed by any federsl, shate; “local,
or fareign taving authority and all distiiutions hereunder
#hall be subject to any sunh~vithhmiding‘uﬁd,repartinq
reguirensnts, :

Fa Excualpation

Haithor Colt, Holding, the CDA," the Bank, fhe
Committae, Hew Dole Aoipalsition Covpdration now &y of their
raspective counsal, pProtessionals, menbers, offisers,

[ Tectors, dmployees, advisarg, attornaye. ap agents sheli
Have oy lntur any 1iability’ to any holder af g Claim o
Interest, any other party in inbterest in'the' Réorganization
Tases of any other Person. fop any aow, event or omission in
confection with, op zriging oult of the fornulation,
negotlistion wy l6plementation af the Plan, the pocsuit of
wonfirmation of the Flaw, the vorsumoarien of the Plan ap
the adwministratison of the Plan on the properiy to be
distrivuted under thie Plan o any contract, ingtrumesnt,

Jease or Gthet it or diy W created Laocontiection
th the Plan, siéept far wilIful miscondder &y gross
segligence, ‘and in 211 renspects, shall be entitisd s
reasonahily &1y ‘upon the advice of. counsel wWith résgent tn
thelir duties and Tesponsibilitics upder the Plan:

Fi Comnitbes

. Unothe Effective bate, provided that slstreibutisn o
Lluge 5 clalmants pursdsnt to Lhe Plan shnll have oocurred,
the durlss-6f the Committee. shall terningte, axEeit with
Lespact ©o #uy apreal of an erder in the Heorganization
Cased, applicstions’ for profsszional Ferns’of any pro-
Fessicnal and objections to clatus of Class 5 oreditors.

G Amandmesta

Hodliicsticons of the Planp ey be proposed Ln writing by
The Propufisnte at any time prior ko the Confivmatiog Date,
provided that [4) ‘the Blan, as nodified, pears the Teguire=
wents. of Sections 112% &pd 1123 uf the Barkruptoy fedles andg
{81 the Préponents shall have oouplied vith Sesation 1135 of
the Bankruptey Codep wided, however, that noe nodi flaaw
Lions may ‘be propostd witheut. the wnmninous congant of the

Proponents and New Colt Asquisition Corporsticn, - The ¥ian

BT
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may bz modified atany tine after the Confirmstion Date and
priar T the Bffective Date by the Propanents; gprovided,

that ¢} the Blan as modified meste the réquiremsnts of
Secticns Y122 and 1127 of:the Barkrugheoy oode, (43} the
Bankruptoy Court, ‘after notles and hearing confiris the Plan
35 modified; under Section 1129 of the Bankruptoy Code, and
{iii) the circumstances wariant such modlficationsy
provided, however, that no modificstions may be propoged
withoot the uhsmimdvs consent of tha Proponents and Haw Colt
reguisition Coyporation. Hotwithsteanding snytHing provided
herelin to the contrary;. ne modiflcations, altarations,
amendments or changes to any of ths provisisns g th
dealing Witk the Claiams of the: Bank or other provi
relEting to of affscting the Bapk,  Including, but not
Iimdved to {1} the'class matidn 6F treatment of the Bank
eiaim Against Colty {34y the wultisParty Relaasg, (1BL) whe
confirmation Order, (i¥) the dafinition of "Effective Date,™
or {w)] the Definitive hgreemgibs may ke Hade without the
pricy consent of the Hank Which shall he nanifested Wy 8
weiting. signed bi'an officer of ‘the Bank.. Hotwithstandlog
the Foregolng, vn modificaklon, alterition; swendment o
ehanges. Lo any oF the provisions of the Plan ghat affech
Holders of Coit Géneral Unszoured Claims, the Committee oF
sny protessional person enpleyed hy ‘the Committes dhall be
sade witivout the pridy wiitken cenigen

£ the Connitiee.
mebwithstanding the fo¥egbing, e moedlfication, alteration;
anendzént. ob changas €o Ay €. the provisions of the Plan
Chat affeets the CoA, Hew.Colt Aegalsivieon covporation,
felkad of the UAW s8hall be made sithout the pridr writien
sohsent of the nffested party. :

. - Finding Bffect

The Flan shall be binding updn and inure ta the Banelfit
of the Debtors, the holders of ¢laiss, the holders of
Tnterssts, and thelr regpective successnors and assigne.

T Hokicas

ry nétiss raqiired of peraitted te be pravided under

che Plan Bhell be iR writing and served by (o) certifisd
mail, peturn receipt regusstsd, (b) hand delivesy, or {a)
svernight delivery servite, addressed ag Tollovs:

foltts Mapifacturing Cowpany;. Inc.

Py, Bo¥ 1368

Harbfard, Convecticdl BELA4-1EGE

Ftent Ronald O Wiltaker

with & oopy Lo

el P
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Hurthe, Cullina, Hichter and Finsey ;
CleyPlace, 185 Asyiom Stiset b i

Rartford. Conndecieut nslos : !
Betnid  Robert A White, Hmg.,

Comneuticut Develo; L Authority
Department. of Toonomic Devélopment
855 Brock Streey

Rocky HilY, Cennecticut gaios

Ltnt  Jekn J.0. Harndon

with & wopy. bo: fk :

Suipmad & Goodwin :
Oniz Emerican Bow . i
Hartford, (ohnecticut 65103

ALLAL - Ira Goldman, Feg.

Hew Colt Bogdisition torporetion
/o Btk and Congany

787 FLEEh- Avente:

45Eh Floo

Vel TOLY, Hew Vork 16153

Attnd  Johi Rigas

with a copy oy

Samuel H. Feder, Esg. ]
Regers & Wells s
200 Park avenas ;
New York, Hew York. 107186 |

creditansed ib-Bankverein £ i
245 Park Zvdnie i

Hew York, WY 10047 : i
Atta: Raymond Herbért; Esqg.

witlh a copy vo: :

Badkin, Rodin & Goodwsn ;
F50 Third Avenue :
Heaw. Yogk; MY 1RO 7~2 778

ALtn: “Henry Goodpan, Esdg.

official Committen of Unsechired  crstinges
wfo oy, Barry & Howard

CityPlace 1, 185 Asyvium &t. . o |
HArtford, €1 06103 : 3 3
Attny John B, Helan, jot-2e .

=il




‘Dated: Hartford, conhesticut
August 15, 1954

Réspettfull?~s&bﬁitted,

CORNECTICUT DEVELOPMENT . EOTHORLITY

Byt
deobr 3.8 Berndon
Frasident

Y-

]
PL
i
FR 5
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Ira H, Boldman — CEOS65G
Thipman & Goodwin

One Kmecican Raw
Hartford, CT 08103~3818
Toa Attornays

COLTY 5 MANUFACTURIHG COMPANY ;. LHE.
and CF HOLDING CORP. [ ebtors and
Debtors=in-Possession

X f -
/1l
By ég;éﬁ‘ﬁ§;ﬁ%éézﬁy
{frobn: W, -Ho138s

vicw Président ang
“hief FPinancial ¢fficer

by & | {
AT <
ayr iﬁ}dkéﬁ‘“’ﬂ ‘ (ij«,{ \,:

FoGert k. Wnlte - CLOBIT7

A, CULLINA, RICHTER BND PINHEY
vRlate, L8R AsSVlum Strest
Haptford, Connecticut. Us103

{203} 2404000 .
h-counsel  for tha Debtors

“ G
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ATTACHMENT 3A
CoLT ALL-AMERICAN DOUBLE ACTION 9MM PISTOL RECALL

G g T
VRS B BiiTeRs
L5 ABE SRTIINEY

AN,
YO WO sand i plstohi
i atants fine. Far Litliay

B EbON; Wk Ty )

A1 E00-425-5001 3
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OLT. ; 3 COLT'S MANUEACTURING COMPANY, INC.

PLYBOX,

Y HARTRORD

ENECTECLIT (Rt 8

G638
COLTALL AMERICAN DOURLE ACTION PISTOL MODIFICATION

Deat

Ouir records showw that you own 'z Colt Al Ametican dhuble attion pistol. You are; therefore, onie ‘
of the first people wi want to reach to lot you know of'a product recall

We regret ahy inconvenisncs to you, Bt urge you 1o read the Produes Safety Warning wid
Regall Noties encl and follow the Instructions within' it For your sifety, please.makie sure
you only carry the pistol with the chamber Tmpty.

Please refurn the coupoen so'that we have confirmation of the sedal namber oi Yo pistol and
youraddresy, - Also, if you kuow of anyone elye with.a Colt-All Ametitan pistol, please §hive. this
information with them, and ask them to contact Colt with their name, address, and sedal vumber,

Thank you for your patience and cooperation We will oyt

U e

Sinverely,

j{)ﬁﬁid.}é 23
Donng Lis
Supervisor
Cugtoimer Service

Enclosure: ‘Product Safety Warning and Recal] Novice

RE2001

BYMBO OF (RISTY ST
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COLT ALL AMERICAN DOVBLE aCTTON bIsTor MODIRCATION

Drear Colt Distribiior/Dealer

Hyow hiave any Colt Al Ameriean double activn plstols In stock) b ars Srie'of th rst people
we'want toireach 1o Tet vou briow of 2 produdt recddh

We reeret kny inconvénience to you, but Urpe your by Téad the Produst Saliey Waraing and
Recall Rotice enciosed, Fieate iof v know the serial fumbers of any 611he panls voi Bave in
stock and we will teil you when and where to. se0d thewn Sr modification. Memrahits, plese
Follow thi ssfoty instrietions in 1he resall nitice And delay any faithes enles untilthe ;
modified;

Also, pleage share this Fnformiation with those of ynr eyt

erivirs whe wipht own i Dol All
Antarican pistol,

2d psicthen i contoiy Colt With thair namie, address, and serial m ber,

Sirerely,

X ' (’\/ :

A bl e :
Dionmd Lis :

Supervizor
Lustomer Bepvics

Enclosurer Produst Safery Warrdag sad Hacall Motice

R

ST
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CQT

IACTURING CU!&JP» .

P B THa, A R v S

RET Colt’ All: Amerioan Dauble Wetfon Pisid MODIFICATION

Dess Colt Gwner:

Thank you S $007 retent wespanss to dur adverlisersont reparding Coll AL Amerin
action pistols. We are offering 1o modify,
reduc the possibil

i double

wiitheat Chargs, the frlng meckaniserin youzpisiol o
v of seeidental dischars i vou Have around it v e dnber pistol'is
deopped ot streck @ blow. We urge you to take sdvantage:vithis 6% of whish
are-outhned in the Tenus bf Agrcimient, dnclosed. Plédse read theng eavefilly. hen somplereant
sigrri it acepiance fovin and mail ¥ bavk 1o Colt as sgion 43 Possible,

W il wrife to v Sgali when we rective yenr aceeptence forin Lo give o details nd o
tell you when, where, aud how to ship your pistal. MEANWHILE, ONLY CARY oD
PISTOLAWITH THE CHAMBIR EMPTY, AND OOMDT SHIP YOUR PISTOL YET

Think you for yoir inferes i Col’ proddcts;.
Hincerely,

e [y
s (75

DonnaLis

Enclanmas {1} Terms of Agreament
{3y Aceeptines Form

AYMBOLF AT T AN
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LTS MANUFACTURING £OMPA

STFORIY 200;

THOUT rd o]

TEHMS OF AGREEMERT

COLT ALL AMERICAN
DOUBLE ACTION PISTOL,
“MOBIFICATION - :
i

1o iz revall Wtrodiices s modification to the firing medhanism.
2 There will bt ne replacement 'of piher parts; nor any repale. o réfinisling of the pistol Th :
partyreplaced will nex T —
i

3

o the pisiel s desmed unsads or ofhervits uafiy oy contitned dbe il be ootirndd with &

lrief s planation. I it ds possitle o medify vour pistal this vill be done Vefors it 16 mehurued,

+. Lot of shipping the pistol to the Colt Retory-will be paid by the pistal owiiar, whilk Handling ;
apd Shipping Costs fo veturn it will be gt no Charge to the owrer.
: 103004




142

0L
ACCEFTANCE FORM
COLTALL AMERICAN
DOUBLE ACTION PISTOL
~PAORIFICATION -

Iagree 1o the Terms of & grestmont and T authorzs the intdification of iy pistols, Seral

Humbars,

Signad

Prine Nage

Diate:

*Print Address

{Pleags Chesk Ome Blosk)

Lntions:

{2h T wish 50 Tave my pistolty miodified.

i igl_qggi wish to have y-plstoly odified far the Tollovwing reashn’

U & willnat detiver to a Post Offie B, i address for rétieh 1008 Shiprrent of the
pistol s different from mailing address above, please st shinpine aildeoss balow:

Ro200%




TERS et o

BE Colt AB Amstican Dauble Aciion Pt FIODITTCAS 0N

Dicar Coly Gwner:

“Wererenily received your platol, seral number s

W did nnt wart youtn shipitto Coll. Meverthioless, svs will kodp th pisol and ve sl process
fromee you rotlinn the conpleted scoeprance frm, ’

DPlesse rend the Terins of Ajvesiient, copy cuclosed: and roturs (s completed Aecspanie For
to Cold's:

Thasik you fol your contiimed patiznce

i

/’fli v L /
A gk Phi

Doang Tig
Buperviser
Customer Beivice

crely,

Enclosure (1) Tomms of Agteenient
{2y Acceptines Form

HE2008

STMOLOS CRIALTIY S8
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COLTS MAN

Ly RO IEeE, TIAT

SREPRATE

COLY 300 AMERTCAN PIETOL MOVTPICATION

Deay

Thank you for returnin itk Aeoubiance £HTR. . We . have énternd
your name on oor Mistibg of taners HF Colt ALl Aesvidan denble

Based on our oRridnt worlk we wgtinate being. rosdy to aodify
your plstel S abprodisste

: Cdays/weeke Ymhnkhs.
FLEZSE DO WOT. SEND. VOUR PIAIUL YBT

When youd ‘pistol ¢an be vworked on, we will serns vy s pEing
mstructions. )

Meanwhile,. we s-t::ongly adviee you to CARRY YOUR PISTOL OMLY WITH
TRE CHEMBER EMPTY.

ROZOB7

SYMBIE S SOSLITY IR i
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OLT.

PLEASE READ CAREFULLY

SHIFTING INSTRUCTIONS

COLTALL AMERICAN DOUBLE ACTION PISTOL - MOMIFICA TION

Diear Colt Ovmar;

W atesiows ready to modify your pistol Please prepare yourpistol aiv £5p Was dekuribod lnthe
Tellowing instrugtions, :

Frenare Pistol ind Package

(L: Peint youe piéte! it s sale dirsction, remisve-tie agazine and check thal the magdzing is

SmpEY,

b

- Keop yoir pletol pointing i a safs ditection; palb haok the siids and toak i fhe chamber to
roboe Fure 638 eropty

3.+ Close the siids 2nd insall theempy magazine.

4. Placs the pistol, complete with roagazing ina well-pagded package:
.. Dargot send actessories, dizplay boxes, efo. with vour pistol,

Ship Pistol in Packues

Send e package direetly by ULP:S, br other somimon L‘jﬁfdjéf unless prohibited by locs] Tave :

Please prepay your shipnitntand make sure you lnsire justely, - Packages that sre nnt’
prepalid will ot be godepred.

Axddress the package t: RO (Dt RESOMN
: Takiptt Road ;
West Hartford, CT eI

Coutinmued Un Reverse Bide.y

REATHORL U ORLA LI PR
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Further Inforsation

[
]

= Yoo pEy only for bh]pplm Four nistol to the Tantory. . Th
Betahipped bac}. o you ati no eharge 'to yoi,

)
pis

Direst Shipnipg ~ You. should ship-the pistal
the Faiurn .;hlﬂmsmt divectly. Thers is no . nsée
a5 4. Federnl Firsarms 1se 18T HOt regiired
dgegat lays may regoire shipment through = o

ey Bnd o
o goe Gk
Hewavgr, sons

Serial Humbers Dagaged = Do ot =hip handguns with defaced or
ﬂbllte::atem serial nusbers. . Thig lg.z vislation of Pedsend law.

Bogification ~ Upon Teosipt at the fackoiy, the Firing

mEthenism will e nodifisd, When completed, the trigger gisn
will b stapped with wer,

Relurn oof Your Pistol - Tou should

: : reseive the modified pimtod
Insabout three th five weeks afier

it s recelvent st the factony:

Tﬂll .1 Priend - IF you hiave a friend with a Colt pistol similay
h SUre; tell hin or her aboub this nodification. SF o g o
pw'mo o ponkact Tolt (guu have ouy addvess’, and we ¥ill be
happy to' have that pistol nodifisd foo,

other Sevvides - wodification of the Firi T mEo)
only work that will be-dene at ihis time, If-
c‘:::ar servica; rPturn wour pishel e foltrs in

‘g‘{@m‘ < TEryeu are interesbed i the curient
2oL Coll proddsts) Plonse g d vaar nFarest Colt dealer. g
will he Happy tooshow vou the 1atest foll Tine:

Thank o,

2

L
Donna Ll
Suprrridor
customner Serviee

Roz0ag
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February 16, 1a9j
COET AL AMERICEN P‘ISTE’JL WODIFTCET DN
Your CGrder Humben

Order Huomber

Leun Pletol: Serial Musbey _ .

Dear Cult Dealdv:

Wa tave wour

SAStORSr 8 gun on hild in. our rapair depapivent
Blease help

 USCORTACY your custamer  direct so that dan notify
then of & produslt sufety Warning and’ Recall that zffesdbe Lhis
product.  Please aither’ agk FOUr cugton toooall sud dediosted
tolephons vomber fEnll 2} L-BO0~436-8001. ar gerid us 3 g van
cu‘tc‘amar’ﬁ riame Aand adar so thet %o can pobify thew in

NG We will hold the pistel tntil we hear Trom your
oustoner :

Bleo, 18 You have any of thoese pisbeis in stook YouRTe: one . oF
the Livst peoople we want to fesch t8 let yeu knew of the product 5

racall tog.

L

We regret aay lusonven NCE TS you, but grge vou te read the
Product. gdfety Warning and Recall Netite encloscd, Dlezse et
ugs Khow the'serigl nunbsrs of any of pihetols you Rgve Tn
shock dwd WALY tell You when Snd where ho scend Ehen for i
cativn..  Héanwhile, pléase follow Lhe saf sy instructions 2
in the recail notice and delsy any further sales dnisl tie
pistols are modifi

Also, plesse shars this infoibnation with those of Fous nther
Sastoliers vho wignt own a Dolt A1 Anerican p al, HEnd-ask sack
of then 4o contact folt with their Hame, addrese and serial
FEhET ’

THANK you fow your patience and Eosparatich. . wWe Wil k= i ot %
mininize your Laconvenien Beanwnile, You fmy dlse Teceive
additionel notifitatingg of this pEogran through oes sdveriising
agency, bul vou heed only respond 1o this wie.

simeerely,
77 L
A g
Diofma - s . : :
Supsrvisor, Custoner Ssrvige

Enclusuras | vProdudt Safsfy Warnding and ¥

frlageivivi)
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ATTACHMENT 3B
CoLT LIGHT RIFLE RECALL

Cetober-11, 2000

Cult Light &
T Was it o Lci\ 1

o Celt reguasted 6'\« thy
- and repz&: ‘fr‘.

s hissie Co
eabers; wiralse

2 &:ﬂ! Lytﬁa' }{iﬂw::. m%? et

I yew
B B‘ Tf_? {‘GL i

B xﬁ O

£g8 O b redlied an muw: p
ted this progiain to prevenl (he po

instriions:

e
es e

volvadin T3 prowant.

SRR oo
3967 o Tosly D

ertinn, y:.\tu have
sew (bt 1380k the Ak

|

i
!
§
¢
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CODTS MANUFACTY

FOR I EDLATE BELEASE

COLTSRECALLS LIGHT MIFLE

West Huctford, Conal~—Seplember

00:. . Colt’s MasfBciiiiie Coring fa aniindton

1 Rifle (hduds

Diealiber nalyy eros o pracnid

g

seblen wath the bolt assemiy:
More spectiteally, o some tiffes, ihe Tiving pinay- fail to vock and way et G e privier'of.a
cerbridne i G chamber - Ay & reslt, the e ey fad

1o five i e

Coles Chief Operaing OFAcss "Whils we 86 Gat e

Avuording to Tyan fowi

&'piviinfin probla, We dre hielp dubl viutians 15 casurs thar il o e

@ yebusngd o
evaluation srdrepal or replicenient ag MRERAATY

sPeguesting ity distriha

deglted whi hive recetved the vifles o returthem inediatity
feuat] Notizs,

g whi reve glroady wiken po

oy eERssary avhint of T Lk

e Sereics Agreoment.

i, war TSI i tetther i the mile: aor ial

JRialeiviele

i

e my @ttampl w din

vipatr thiz problem: lasts
1R06-0

foudd prosipdy ce

L opr Castoner Sérvics Lopintment at

-CQEE (2038 for serereinstrutions. Albough e have recefved o dpongol

personal injusyor pioperty & ety T8 ramilier e eoteir ™ said A3 nd Jehnio

Sabt Befense:

i Genaat Dyremiss Asiamsst TN, o disposs produds modifostions e this s where 1

Tifie isanufastored. ol s confident thai the appropriat vl

s W B b dind

wlfe giphients ol othie colthens will oo

P
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ISTIONS AND ANSWERS

mf.te«/ i mﬂm e i “"!? Uu Gt

cerfang and July
5&Griflen oo

THCOLT RUFLES
FLCR T .m‘te v eompinios. Col's Mas

‘it ‘5 fss’mmf,‘ms.‘n'

Lorpany e
i ghe grclush

o riflas ?r!mf‘

g

WIAT SHEOULDY DO WITH MY COLTLIGHT RIFLEY TOW DO 1 ENGW THAT MY
hl?i_ i‘i T‘AE‘T ﬂT’i .{:l}: REC M;l e

g
Calowii; fay e

shitusiag of vt rifle

) cen instrucre isi ettt Colt Lighe Biffes i piuok fa (ﬂIrJ :
dyo-infbrm thely dealers it do the same: Ples
v it eng waer and inglidi o
at<af iha vifle;

TRt siist ] i

SWIEEN WITL MV RIFLE BE RETURNED? WHO SHOUED 1 CALL FORSTATUS
TIDATES N MY Rlli’LL"
ke evan

Ky as pc'»;?ilﬁc
L please call e
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RSOGO & Ank

WYL i

s et Fifle e Wil

oy ke Bepiy

Poini) |
Mtior s m, Sotmamer advoiiry yrotps  Ciirlon Clen, Byt 1378

Milkis Resriz, Bkt i orsev ke 1336
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Colt Light Bifle Model # CLRIVGISNIERDL L3008 ealitor only)

c:ﬂsbur u‘ulj i

The reagon forthe
roston the peivior of
freon g ancsp

all isdn som
A varind

s

Wies, the firng
ge i the chamber.
problen may ot be pre
i émi‘y As aresult we re ey
by diagnose the prolien or o tep air th Tifles,
reports of personpt

Bray-fai e d
i, e cifle g
i el vitles end nuay
g oUf Swstorhers make o attemps
Lthoughwe have received ne

Jury or property dinnge, safbly 1y onf Hotohes ous fhndur,

All Col distributors have been trudifted of e recall vid fis foday and we wiil
fallow upawith o certified letier snd-phone call to ensire tidie receiptand
wnderstascing of the product recall, We e rogues aur dl%.riismws fev ootiact
theb- Customersdnd notify ﬂw*‘ o promptly relis
for o free ropainreplacanen, Pa dealsr hss 31, ma.v 30k mu
we are alsoreiuesting the c::smmc:
dirgetly.

Please note wa are fefuesting any phione calls received, regarding the recall, should
e referred 0 the contacts listod bulow fur 1_ p rhmulmg Hnderno
stances shounid yor ohnent uibrdy calisr imless v are the

ated point af contaer
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April 25, 2003

Mr. Walter Olson
875 King Street
Chappaqua, NY 10514

Dear Mr. Olson:

As a follow-up to last week’s hearing on H.R. 1036, the “Protection of Lawful Commerce
in Arms Act” we have enclosed for your review a copy of the official transcript of this hearing.

The transeript is substantially a verbatim account of remarks actually made during the
hearing. Accordingly, please only make corrections addressing technical, grammatical, or
typographical errors. No substantive changces are permitted. Additionally, attached are questions
posed by Minority members. We would appreciate your response submitted with the corrected
version of the transcript.

Please return your answers and any corrections on the transcript to the Subcommittee on
Commercial and Administrative Law, B-353 Rayburn House Office Building, Washington, D.C.
20515 to the attention of Christine Baldwin by May 9, 2003. If you have any questions, you may
contact Paul Taylor of my staft at (202) 226-7680 for assistance.

Sincerely,

CHRIS CANNON
Chairman, Subcommittee on
Conumercial and Administrative Law

Enclosure
CC: emb
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RESPONSES TO POST-HEARING QUESTIONS FROM WALTER OLSON

1. You testified that the United States Supreme Court in New York Times
v. Sullivan curtailed state tort litigation to ensure that the First Amendment
rights of national newspapers were not undermined by jury verdicts based upon
common law theories contrary to that right. Is there a comparable Supreme Court
case limiting suits against the gun industry on constitutional grounds?

No, the Court has not to my knowledge ruled on the issue.

2. You testified that, as you understood the bill, it is not designed to elimi-
nate all suits against the industry only those that are most abusive. Please
identify in the bill what types of abusive suits would be eliminated and
which legitimate suits would be preserved. In responding to this question,
please use natural language and do not merely recite the legislative lan-
guage.

H.R. 1036 (as of the time of my testimony) would curtail fundamentally abusive
lawsuits such as: suits seeking to blame gun manufacturers for criminals’ misuse
of their products; suits seeking to blame gun dealers for crimes even though they
have neither broken the law nor engaged in negligent entrustment; and suits which
attempt an end run around Congressional will by inviting judges or juries to ban
gun designs valued by many legitimate gun buyers and that legislatures have not
seen fit to ban.

H.R. 1036 would not prevent plaintiffs from suing gunmakers and dealers on a
wide variety of conventional and familiar grounds of liability law. For example,
manufacturers could still be sued on grounds that a gun was defective in its manu-
facture (i.e., not delivered in intended form), or did not live up to a warranty or con-
tractual term of sale, and even on defective-design claims by third parties where a
gun has caused injury although not used in a criminal or criminally negligent way
(examples: guns alleged to “fire when dropped” or to fire very inaccurately). Dealers
could be sued not only in cases where a violation of federal or state law has led
directly to injury, but also on claims that they have negligently entrusted a firearm
to an inappropriate buyer. Both manufacturers and dealers would remain open to
suits seeking injunctive (noncash) relief.
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April 25,2003

Mr. David Lemongello
24 Montclair Avenuc
Nutley, New Jersey 07117

Dear Mr. Lemongello:

As a follow-up to our recent hearing on H.R. 1036, the “Protection of Lawful Commeice
in Arms Act” we have enclosed for your review a copy of the official transeript of this hearing.

The transcript is substantially a verbatim account of remarks actually made during the
hearing. Accordingly, please only make corrections addressing technical, grammatical, or
typographical errors. No substantive changes are permitted. Additionally, attached are questions
posed by Minority members. We would appreciate your response submitted with the corrected
version of the transcript.

Please return your answers and any corrections you on the transcript to the Subcommiitee
on Commercial and Administrative Law, B-353 Rayburn Housc Office Building, Washington,
D.C. 20515 to the attention of Christine Baldwin by May 9, 2003. Tf you have any questions, you
may contact Paul Taylor of my staff at (202) 226-7680 for assistance.

Sincerely,

CHRIS CANNON
Chairman, Subcommittee on
Commercial and Administrative Law

Enclosure
CC: cmb
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RESPONSES TO POST-HEARING QUESTIONS FROM DAVID LEMONGELLO

Dear Chairman Cannon, Ranking Member Conyers, and fellow Members of the
Judiciary Committee:
I am writing to respond to the questions you asked of me in your April 10 letter.

1. There was testimony at the hearing that suggested that your lawsuit
would not be adversely affected by H.R. 1036. Under which exemption in
H.R. 1036 would your case be allowed to proceed?

As you can imagine, if H.R. 1036 becomes law, a court will have to determine
whether my case would be allowed to proceed. Under the analysis of the bill that
I have seen, it seems likely that my case would not be allowed to proceed if H.R.
1036 becomes law, and that no exemption would save it. If Congress is sincerely in-
terested in preserving my right to seek justice in the courts, I would hope that they
do so clearly.

2. Will manufacturers, sellers or dealers who engage in grossly irrespon-
sible conduct, if that conduct is not also illegal under some state or federal
statute, be liable for damages under H.R. 1036?

No. In many cases, including my own, grossly irresponsible gun dealers and man-
ufacturers will not be liable for the damages caused by their irresponsible conduct
under H.R. 1036. In my case, it was clearly irresponsible—negligent—for the gun
dealer to sell 12 guns to a straw purchasing team. It was also irresponsible—neg-
ligent—for the manufacturer to supply its guns to the dealer without requiring that
it use any reasonable sale practices. The manufacturer did not even require or rec-
ommend that the dealer use the sales guidelines that the manufacturer’s own trade
association has put out. The judge in my case has already ruled that under West
Virginia law the dealer and the manufacturer may be liable in negligence and public
nuisance for my injuries. But under H.R. 1036, those rules of negligence and public
nuisance would no longer apply to gun dealers, manufacturers and trade associa-
tions.
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April 25,2003

Lawrence G. Keane, Esq.

Vice President & General Counsel
National Shooting Sports Foundation, Inc.
11 Mile Hill Road

Newtown, CT 06470

Dear Mr. Keane:

As a follow-up to tast week’s hearing on H.R. 1036, the “Protection of Lawful Commerce
in Arms Act” we have enclosed for your review a copy of the official transcript of this hearing.

The transcript is substantially a verbatim account of remarks actually made during the
hearing. Accordingly, please only make corrections addressing technical, grammatical, or
typographical errors. No substantive changes are permitted. Additionally, attached are questions
posed by Minority members. We would appreciate your response submitted with the corrected
version of the transcript.

Pleasc returmn you’rc a
nswers and any corrections on the transcript to the Subcommittee on Commercial and
Administrative Law, B-353 Rayburn House Office Building, Washington, D.C. 20515 to the
attention of Christine Baldwin by May 9, 2003. If you have any questions, you may contact Paul
Taylor of my staff at (202) 226-7680 for assistance.

Sincerely,
CHRIS CANNON
Chairman, Subcommittes on

Commercial and Administrative Law

Enclosure
CC: cmb
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RESPONSES TO POST-HEARING QUESTIONS FROM LAWRENCE G. KEANE

1. Should a federally licensed firearms dealer who has been trained or edu-
cated through the “Don’t Lie for the Other Guy” program on how to detect
and deter illegal straw purchasers of firearms be liable for damages if they
act contrary to that training? Would H.R. 1036 permit a lawsuit against a
dealer who acts contrary to the education provided under this program if
the weapon is ultimately used by a third party to injure someone?

The joint cooperative ATF/NSSF educational program, “Don’t Lie for the Other
Guy,” is designed and intended to assist ATF in its efforts to help educate federally
licensed firearms dealers on how to detect and deter the illegal straw purchase of
a firearm. To date NSSF, in partnership with ATF, has distributed approximately
23,000 “Don’t Lie for the Other Guy” dealer kits throughout the United States. ATF
has advised NSSF that inspectors carry “Don’t Lie for the Other Guy” dealer kits
in their vehicles and distribute them when they visit dealers. NSSF is proud of the
fact that the “Don’t Lie for the Other Guy” program is a partner in the U.S. Depart-
ment of Justice’s “Project Safe Neighborhoods.” NSSF applauds Attorney General
Ashcroft’s announcement made during the national “Project Safe Neighborhoods”
conference that the Justice Department would have a renewed focus on the prosecu-
tion of illegal straw purchasers. NSSF in partnership with ATF is working to ex-
pand the important “Don’t Lie for the Other Guy” message to reach a wider public
audience through televised public service announcements.

Unfortunately, the question as posed is a factually incomplete hypothetical. The
question appears to focus on the narrow issue of whether a dealer did or did not
follow all of ATF’s many suggestions and recommendations contained in the “Don’t
Lie for the Other Guy” program materials. As ATF itself acknowledges on the video
component of the “Don’t Lie for the Other Guy” dealer kit, it is not always easy for
a dealer to determine or know whether a transaction is legitimate or whether it is
an illegal straw purchase. The mere fact that a sale turns out after the fact to have
been a straw purchase should not give rise to liability against the dealer, nor the
manufacturer or distributor. What is clear, however, is that H.R. 1036 does not pre-
vent a suit against a dealer who knowingly and willfully sells a firearm to a straw
purchaser or violates any law in transferring a firearm. See H.R. 1036, Section
5(A)() and (iii).

2. Former police officer, David Lemongello, testified that he was injured by
a weapon that was purchased in a suspicious sale and later used by an-
other criminal to shoot him. Should a seller be insulated from liability in
a situation such as this? Will a seller be insulated from liability under H.R.
1036 if a weapon purchased in a suspicious sale is transferred to another
person who then inflicts injury upon another?

As ATF itself acknowledges on the video component of the “Don’t Lie for the
Other Guy” dealer kit, it is not always easy for a dealer to determine or know
whether a transaction is a legitimate or whether it is an illegal straw purchase. The
mere fact that a sale turns out after the fact to have been a straw purchase should
not give rise to liability against the dealer, nor the manufacturer or distributor.
What is clear, however, is that H.R. 1036 does not prevent a suit against a dealer
who knowingly and willfully sells a firearm to a straw purchaser or violates any law
in transferring a firearm. See H.R. 1036, Section 5(A)(i) and (iii). The facts and cir-
cumstances surrounding a given transaction establish whether the dealer knowing
and willingly transferred a firearm to an illegal straw purchaser or in violation of
the law and thus whether a suit against that dealer is proper under H.R. 1036.

The facts and circumstances surrounding the transfer of the firearm involved in
former police officer Lemongello’s case are more involved than the Subcommittee is
aware. Upon information and belief, the straw purchaser used by the multiply con-
victed felon to illegally purchase the firearm in question was a known customer of
the store. Before making the sale, a store employee did inquire of the straw pur-
chaser as to reason for the purchase. Later that day or early the next morning the
store’s management voluntarily alerted ATF of the transaction. The dealer subse-
quently voluntarily cooperated with ATF in an undercover sting operation that re-
sulted in the successful apprehension of the convicted felon who was illegally traf-
ficking firearms into New Jersey. The dealer permitted ATF to install surveillance
equipment in the store and permitted an undercover ATF agent to pose as a store
employee. The “straw purchaser” also cooperated with law enforcement in exchange
for leniency in the subsequent criminal prosecution against her. The convicted felon
pled guilty in federal court and was sentenced to 15 years incarceration. As part
of his plea agreement the defendant signed a cooperation agreement with the
United States requiring him to disclose any information he had concerning the in-
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volvement of others. As former police officer Lemongello testified, the dealer was not
prosecuted. It is also worth noting that former police officer Lemongello has also
sued Sturm, Ruger and Co., Inc., even though the firearm transferred by the dealer
was a used firearm.

3. You testified that a conservative estimate for the total industry-wide
cost of defending lawsuits is approximately $100 million. On what do you
base that figure? You further indicate that the cost of litigation is absorbed
almost exclusively by the gun industry because insurance carriers have de-
nied coverage. On what do you base that assertion? Please provide any doc-
umentary support for both of these claims.

See written and oral testimony. The legal bills of individual companies are privi-
leged and confidential business information not shared with competitors. Glock
Inc.’s former general counsel Paul Jannuzzo publicly estimated that the litigation
expense would cost his company alone $15 million dollars a year. I also base my
estimate on conversations with insurance professionals, including brokers, under-
writers and claims managers, who have been involved in dealing with insurance for
the firearms industry for many years. I also base my estimate on my own experience
as a practicing attorney having represented firearms manufacturers in litigation
matters.

4, You also testified that the premiums within the firearms industry have
skyrocketed. Please provide any data you have reflecting a surge in insur-
ance premiums for the gun industry. In addition, please provide any infor-
mation that establishes a nexus between the rate of premiums and the risk
or cost of litigation.

See written and oral testimony. Industry members have also informed me that in
addition to dramatic and skyrocketing premium increases they have experienced
substantial increases in their deductibles and in self-insured retentions (SIR). More-
over, the scope of coverage has been restricted, in addition to blanket exclusions for
the types of suits that would be stopped by this legislation. Many insurance carriers
have abandoned the market and no longer will write liability policies for firearms
companies, such as CNA Re and Chubb among others. Other carriers will renew ex-
isting firearms company clients but will not write policy for new clients. I also base
my opinion on court decisions in insurance coverage cases denying coverage; and
conversations with insurance coverage counsel, insurance professionals, including
brokers, underwriters and claims managers, who have been involved in writing in-
surance for and managing claims involving firearms industry companies.

5. You testified that over thirty states have enacted similar legislation to
prevent frivolous suits against the gun industry. Please identify each state
statute on which you rely and explain how it is similar to H.R. 1036. Don’t
these statutes mostly preclude suit by municipalities and other govern-
mental subdivisions, absent consent or approval from the State, without
interfering with traditional tort liability actions brought by individuals
and organizations?

See attached chart. The statutes speak for themselves. What they all have in com-
mon is that they are designed to stop junk lawsuits that improperly attempt to
blame manufacturers and product sellers for the criminal misuse of their legally
sold, non-defective products. Many but not all of these suits have been filed by mu-
nicipalities. An example of such a reckless lawsuits not brought by a municipal
plaintiff is the NAACP lawsuit currently on trial in the United States District Court
for the Eastern District of New York before Senior District Court Judge Jack B.
Weinstein (NAACP v. Acusport Corp., et al. 99 Civ. 3999, Civ. 7037).
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Alabama 2000 Ala. Acts 762

Alaska Alaska Stat. Ann §09.65.155

Arizona Ariz. Rev, Stat, §12-714

Arkansas Ark. Code Ann. §14-16-504 & §14-54-
1411

Colorado Col. Rev. Stat. §13-21-504.5(1)

Florida Fla. Stat. §790.331

Georgia Ga. Code Ann. §16-11-184

Idaho Idaho Code §5-247

Indiana Indiana Code 34-123

Kansas Kansas Stat. Ann. 60-4501

Kentucky Ky. Rev. Stat. Ann, §65.045

Louisiana La. Rev. Stat. Ann. §40:1799

Maine Me. Rev, Stat. Ann. tit §30- A §2005

Michigan Mich. Comp. Laws Ann. §28.435.

Mississippi Miss. Code Ann. §11-1-67

Missouri §21.750 RSMo and §67.138 RSMo

Montana Mont. Code Ann, §7-1-115

Nevada Nev. Rev. Stat. Ann. §12.107.

North Carolina G.S. 14-409.40

North Dakota §62.1-01-01

Ohio Oh. Rev. Code §2305.401

Oklahoma Okla. Stat. Ann. tit §1289.24a

Pennsylvania 18 Pa. Cons. Stat. Ann. §6120

South Dakota S.D. Codified Laws §21-58-2

Tennessee Tenn. Code Ann. §39-17-1314

Texas Tex. Civ. Prac. & Rem. Code Ann.
§128.001

Utah Utah Code Ann. §78-27-64

Virginia Va. Code §15.2-915.1

West Virginia W.Va. Code §55-18-2

Wyoming Wyo. Stat. Ann. G.S. §9-14-101

Neither H.R. 1036 nor any of these many state statutes interfere with traditional
tort liability actions brought by individuals and organizations. All that H.R. 1036
and these state statutes do is stop junk lawsuits that are not based on traditional
and well-recognized tort law claims, regardless of whether the plaintiff is a state,
a municipality, an interest group or a citizen. As the judge said in dismissing the
District of Columbia’s junk suit seeking to blame members of the firearms industry
for the acts of criminals, “Based upon . . . relevant case law and bedrock legal prin-
ciples, this Court concludes that the arguments of the defendants are compelling as
to the entry of judgment in their favor. The plaintiffs’ myriad claims herein are bur-
dened with many layers of legal deficiencies.” District of Columbia v. Beretta U.S.A.
Corp., et al., Civil Action 0428-00, slip op. at 4 (D.C. Super. Ct. 2002).

6. You identified several programs such as “Don’t Lie for the Other Guy,”
and the ATF Partnership for Progress Seminars as indicative of the vol-
untary efforts by the industry to prevent or curtail illegal gun sales. How
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does your organization monitor and measure the success of these pro-
grams?

The joint cooperative ATF/NSSF educational program, “Don’t Lie for the Other
Guy,” is designed and intended to assist ATF in its efforts to help educate federally
licensed firearms dealers on how to detect and deter the illegal straw purchase of
a firearm. To date NSSF, in partnership with ATF, has distributed approximately
23,000 “Don’t Lie for the Other Guy” dealer kits throughout the United States. ATF
has advised NSSF that inspectors carry “Don’t Lie for the Other Guy” dealer kits
in their vehicles and distribute them when they visit dealers. NSSF is proud of the
fact that the “Don’t Lie for the Other Guy” program is a partner in the U.S. Depart-
ment of Justice’s “Project Safe Neighborhoods.” NSSF applauds Attorney General
Ashcroft’s announcement made during the national “Project Safe Neighborhoods”
conference that the Justice Department would have a renewed focus on the prosecu-
tion of illegal straw purchasers. NSSF in partnership with ATF is working to ex-
pand the important “Don’t Lie for the Other Guy” message to reach a wider public
audience through televised public service announcements.

“Partnership for Progress” is a joint NSSF/ATF seminar program put on through-
out the United States by NSSF and ATF staff to provide continuing education and
training for dealers on a variety of topics, such as preventing the theft of firearms,
inventory and detecting and deterring the illegal straw purchase of firearms.

ATF also attends NSSF’s annual trade show, the SHOT Show, and is provided
booth space to meet and speak with dealers attending the show. Since the earliest
days of the SHOT Show ATF has put on seminars for dealers on a wide variety of
topics. In addition to the ATF seminars, NSSF conducts its own seminars for deal-
ers on various topics. NSSF also conducts “SHOT Show University” and “Retailer
University”

Like all trade associations, membership in the NSSF is voluntary. Participation
in any of its educational programs is also voluntary. ATF has repeatedly thanked
NSSF and industry for its voluntary cooperation in these various programs. We look
forward to working in partnership with ATF to expand the reach of our “Don’t Lie
for the Other Guy” program through televised public service announcements. ATF
has informed NSSF that it believes these programs are valuable and worthwhile.
Therefore, NSSF will continue them as long as ATF believes they are worthwhile.

7. Please provide examples of Supreme Court dicta in which an individual
right to bear arms is recognized.

In the Dred Scott decision the Supreme Court conceded that if freed African-
Americans were recognized as citizens they would be entitled to “keep and bear
arms” and that Congress could “not deny the people the right to keep and bear
arms . . .” Dred Scott v. Sandford, 60 U.S. 393, 19 How. 393, 15 L. Ed. 691 (1856).
The Supreme Court also recognized that the Second Amendment provides an indi-
vidual right in United States v. Cruikshank, 92 U.S. 542, 551, 23 L. Ed. 588 (1875).
See also Presser v. Illinois, 116 U.S. 252, 265, 6 S. Ct. 580, 29 L. Ed. 615 (1886);
Miller v. Texas, 153 U.S. 535, 538, 14 S. Ct. 874, 38 L. Ed. 812 (1984).

In a 1990 Fourth Amendment case the Supreme Court had occasion to discuss the
Second Amendment in the context of other fundamental rights. The Court said:

“The People” seems to have been a term of art employed in selected parts
of the Constitution . . . The Second Amendment protects “the right of the
people to keep and bear Arms,” and the Ninth and Tenth Amendments pro-
vide that certain rights and powers are retained by and reserved to “the
people.” See also U.S. Const., Amdt. 1 (“Congress shall make no law . .
abridging . . . the right of the people peaceably to assemble”); Art. I, §2
cl. 1 (“The House of Representatives shall be composed of Members chosen
every second year by the People of the Several States”) (emphasis added).
While this textual exegesis is by no means conclusive, it suggests that “the
people” protected by the Fourth Amendment, and by the First and Second
Amendments, and to whom rights and powers are reserved in the Ninth
and Tenth Amendments, refers to a class of persons who are part of a na-
tional community or who have otherwise developed sufficient connection
with this country to be considered part of the community.”

United States v. Verdugo-Urquidez, 494 U.S. 259, 265, 110 S. Ct. 1056, 1060-61,
108 L. Ed. 2d 222, 232-33 (1990). See also Planned Parenthood of Southeastern
Pennsylvania v. Casey, 505 U.S. 833 841, 112 S. Ct. 2791, 120 L. Ed. 2d 674 (1992)
(The Constitution guarantees “freedom of speech, press, and religion; the right to
keep and bear arms . . .”).

Justice Clarence Thomas wrote in a concurring opinion, “Marshaling an impres-

sive array of historical evidence, a growing body of scholarly commentary indicates
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that the ‘right to keep and bear arms’ is, as the Amendment’s text suggests, a per-
sonal right,” Printz v. United States, 521 U.S. 898, 938, 117 S. Ct. 2365, 138 L. Ed.
2d 914 (1997) (Thomas, J. concurring). The right to bear arms was discussed as a
personal right by Justice John Paul Stevens in a dissenting opinion in Spencer v.
Kemna, 523 U.S. 1, 118 S. Ct. 978, 140 L. Ed. 2d 43 (1998) (Stevens, dJ. dissenting)
(Continuing injury caused by a criminal conviction “may result in tangible harm
such as . . . loss of the right to vote or to bear arms . . .”).

8. [Repeat of Question 7.]

O



